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Hurd: EC Threatening ‘Total Isolation’ of Serbia 
LD2112193392 London PRESS ASSOCIATION in 
Enelish 1856 GMT 21 Dec 92 


[By Geoff Meade, PRESS ASSOCIATION] 


[Text] The EC is preparing tighter sanctions against 
Serbia. with “total ssolation™ a possibility unless there 
are dramatic changes of attstude. [UK] Foreign Secretary 


Douglas Hurd said tonight 


Mr. Hurd, chasring his last meeting of EC foreign min- 
isters before the UK hands over the Community presi- 
dency to Denmark on January |. declared: “Whatever 
the result of ihe Serbian election. the general agreement 
iS to give Serbia tume—but not much tume—for rapid 
and radical changes in policies. “They know perfectly 
well what 1s involved. No deadline has been set but thes 
know it won't be long” 


Mr. Hurd. speaking in Brussels. sand EC munisters felt 
“deeply frustrated and unhappy” at the war in the 
former Yugoslavia—which has continued despite 
months of diplomatic and political initiatives by the 
Community. He said a series of tighter sanctions were 
now being prepared. However. there would be a 
breathing space to see if attitudes changed whoever was 
victorious after Sunday's clection. If there was no 
change. the EC planned to close all land frontiers to 
freight traffic, suspend postal services and exclude the 
Federal Republic of Yugoslavia from international 
organisations. “We will be working towards the total 
rsolation of Serbia. Work 1s now im preparation on the 
practical measures that would be involved. That would 
need a new UN Securnty Council resolution and the 
assent of all five permanent members.” sand Mr Hurd 


The failure of the EC's Yugoslav mmutiative so far 1s a 
cloud hanging over the UK's Community presidency, 
but Mr. Hurd was upbeat tonight about other issues. He 
said the way forward for the Community was now clear 
after agreements at the Edinburgh Summit on the EC's 
financial future. enlargement and more openness. “| 
don't say all matters are settled but we have reached the 
necessary conclusions so that things can go forward 
That 1s a great reloef, We have managed to clear the decks 
io that extent.” 


Danish foreign minister Uffe Eliemann-Jensen tonight 
Staged a news conference in Brussels to launch Den- 
mark's term in office—its fifth since jomning the Com- 
munity He said Danish prorities were to compicte the 
GATT world trade talks. launch enlargement negotia- 
tions and tackle unemployment and environment policy 


IME Head Interviewed on World Economic 
Trends 
PW2212101092 Pars LE MONDE in French 19 Dec 92 
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[Report by Paul Fabra on telephone interview with IMF 
Director General Michel Camdessus im Washington 
D.C .on |? December: “Michel Camdessus at the World 
Economy's Bedside] 


INTERNATIONAL AFFAIRS 1 


[Text] Addressing the National Press Club in Wash- 
ingion on Thursday. | 7 December. Michel Camdessus, 
director general of the IMF. discussed at length the nsks 
awaiting the world economy, the challenges and oppor- 
tunities they involve. The IMF director general was then 
kind enough to answer Paul Fabra’s questions on the 


telephone 


How can confidence be restored? The IMF director 
general thinks that this question 1s inseparable from the 
serous problems still facing the world economy. In 
general terms. the prospects are gloomy. The IMF only 
predicts growth of 2 percent in the world economy for 
1993. There are two glimmers of light im this gloomy 
picture. One 1s just a spark: the recovery im the United 
States. The first signs of improvement appeared in June. 
The IMF expects the trend to continue next year. “Two 
percent growth im 1992, 3 percent mm 1993." Mr. Cam- 
dessus told us. It 1s extreme caution on the part of the 
enterprises which 1s slowing things down. Their manage- 
ment is still guided by the desire to consolidate the 
accounts. About a year ago. this phenomenon scuttied 
the first signs of recovery. According to Mr. Camdessus, 
this 1s one more reason why the new administration 
should not alarm the markets by untimely initiatives. 
“The blunder to be avoided.” he explained to us, “1s a 
budgetary revival.” In other words, President Clinton 
should leave aside the program of mayor works to which 
the candidate Clinton referred. This 1s the message 
However. Mr. Camdessus thinks, Washington must now 
launch a policy of budgetary stabilization immediately 
and reform taxation to encourage saving at the expense 
of consumption 


Compared with the GDP [gross domestic product], the 
proportion of net savings has gone from 7 percent during 
the seventies to 4 percent in the carly eighties, falling to 
1.4 percent in 1991. The other comforting part of the 
picture 1s “the remarkable progress made by many 
developing countnes.” For the fifth year im succession, 
these countnes will have progressed faster than those in 
the industrialized world. Their production. which 
mcreased overall by 3.25 percent in 1991. Mr. Cam- 
dessus said. will have increased by around 6 percent this 
year and the IMF forecasts a similar figure for 1993 
These good results prompt us to forget the huge problems 
presented by poverty and the critical situation of many 
Third World countries. This 1s one more reason why Mr 
Camdessus highlighted the essential cause of the 
improvement observed since 1987 the implementation 
of better economic policies 


The recovery of many Latin American countres 1s 
spectacular: their average public deficit will be | percent 
of GNP [gross domestic product} “| would have liked to 
find the same performances in the industrialized coun- 
tres.” Mr. Camdessus said. The economic recovery 
observed south of the Rio Grande has had very positive 
effects on the North American economy from the view- 
point of employment and the promotion of cxports 











~ 


In his speech to the National Press Club. the IMF 
director general did not fail to reaffirm the need to create 
the most favorable conditions for the East European 
countnes and the former USSR. The success of their 
policy of “transforming™ their respective economies 
should eventually produce “enormous dividends” for 
the whole of human society and not just in purely 
economic terms. It 1s for the West European countries to 


experience modest growth in 1993, according to the IMF 
forecasts. Mr. Camdessus is aware that in times of 
recession “the trend 1s every man for himself.” However, 


of the world. The IMF director general has found a 
middie way: “Well ordered cooperation begins at 
home.” he told us. This aphorism is not a play on words. 
To avoid some of the bad experiences of the past. the 
best thing 1s to recognize that i is for naticnal sover- 
cignty to set the medium-term objectives. It 1s at the level 
of implementation measures that cooperation can take 
place. The senous challenge for Europe is underemploy- 
ment. On what conditions does success depend” There 
are three according to Mr. Camdessus. The first is merely 
the reduction in interest rates. 


Mr. Camdessus told the Press Club rather cryptically: 
“In Germany, the restrictive monetary policy estab- 
lished to reduce an excessive inflation rate was the 
decisive factor in weakening economic activity. But now, 
the pressure on demand and wages 1s lessening and this 
18 Creating the mght conditions for a gradual reduction in 
interest rates—a development which should have an 
impact on the whole of the continent. But allow me to be 
more direct: More than this 1s necessary. What we need 
18 NOt just a one half point reduction in the Bundesbank’'s 
leading rates, it 1s a more substantial reduction in real 
interest rates, let us say of around two percent. This 
result does not depend on the action of the Bundesbank 
or of the other central banks: The main task rests with 
the governments which have allowed cxcessisc public 
deficits to build up. | am thinking in particular of the 
need for a reduction in the German deficit and the 
htahan deficit.” 


What did Mr. Camdessus mean” What guides him 1s the 
development of interest rates on the market. The level of 
the six-month Euro-Deutsche mark rate implies belief in 
a reduction in interest rates of 2.5 percent. He does not 
see this as a sign of complacency by operators. Major 
budgetary restraint efforts have already been made The 
director general expects a great deal from the tripartite 
meeting scheduled for January between members of the 
Bonn government. the employers. and the trade unions 
Agreement cxpressed on that occasion could have a 
favorable influence. first on the negotiations which will 
take place in the same month on civil service pay. 
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second, on the budgetary stance of the Laender which 
have so far been slow to follow the example set by the 
federal state. The latter itself still has a great deal to do: 
Are the total subsidies not as high as the cost of unifica- 
tion? Mr. Camdessus stressed this comparison. 


“Not Yet in the Paradise of the Single Currency” 


But not everything rests on the German Government 
alone. The other states must take the same path. 
According to Mr. Camdessus, France has “skilfully used 
the margin of budgetary maneuver which it had been 
able to create for uself.” In these circumstances, can it 
now launch into a recovery policy’? Mr. Camdessus 
remains cautious, as if he felt that there is no longer 
much room for new interventions. 


Another condition required by Europe 1s the restoration 
of the credibility of the European Monetary System 
[EMS]. In his speech to the National Press Club, the IMF 
director general said in this connection: “While mone- 
tary umion has not been achieved and to the extent that 
the convergence of policies proves inadequate. periodic 
realignments of parity may be necessary to avoid ten- 
sions on exchange rates. The IMF attaches special 
importance to the success of this enterprise. Recent 
events have shown i more clearly than ever that the 
progress toward monetary union and the smooth func- 
tioning of exchange rate agreements during the transi- 
tional penod are crucially important for the world finan- 
cial system.” “We were dreaming.” Miche! Camdessus 
said. “We thought we had already reached a post- 
Maastricht period. The Europeans had forgotten that the 
EMS is not a system of fixed exchange rates. The 
adjustments were made. but amid chaos. Let us return to 
reality. We are not yet in the paradise of the single 
currency...” 


“Meanwhile.” our interloctutor added. “let us forget 
gimmicks, because we need to overcome a serous crisis 
of confidence. This requires modesty. and every country 
must agree to expose itself to the tral of other countnes 
examining its own policy (mutual surveillance). The time 
has not come for depending on a hard core of virtuous 
countnes surrounded by circles of those which are less 
well prepared. Instead the countnes which have taken a 
lead must facilitate the return of those which are lagging 
behind © 


In conclusion. Mr. Camdessus also told us: “To restore 
its credibility, the EMS also needs an outlook: The arm 
not to speed up the process. but we must calmly analyze 
the conditions which must be met to move on to the 
third stage of monetary umion at the scheduled tume ~ 


In his view, a third precondition for European success 1s 
the continuation of structural reforms aimed at making 
the labor markets more flexible and removing the many 
obstacles which still hamper activity 


All in all. however worrying the present situation might 
be. it requires not so much new mutiatives as the contin- 
uation of what the IMF terms the medium-term strategy 
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it has four points of application: monetary policy, bud- 
getary policy, productivity and employment incentives. 
and international cooperation. In partic ular, the remark 
applies to the conclusion of the GATT negotiations: 
“Perhaps.” Mr. Camdessus told the Press Club, “no 


political action would have a more favorable effect than 
a favorable and speedy conclusion to the Uruguay 
Round. That would improve the economic climate in the 
whole world. Discouragement and sectorial imterests 
should prevail less than ever.~ 
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Van den Broek, Brittan Chosen as EC relations and strengthening of political dialogue. It fur- 
Commissioners Ser ane dn aolin oe oe eae bs 


AU2212120492 Paris AFP in English 1200 GMT 
22 Dec 92 


[Text] Brussels, Dec 22 (AFP}—Outgoing Dutch Foreign 
Minister Hans Van den Brock and Britain's Sir Leon 
Brittan were named here Tuesday [22 December] to two 
of the top posts in the European Community's executive 


European Commission. 


Announcing the new European Commission for the next 
two years, an E.C. spokesman said Van den Brock would 
handle external foreign relations, foreign and security 
policies and negotiations to enlarge the E.C. 


Sir Leon, currently a commission vice president in 
charge of competitions policy and financial services, will 
deal with trade policy and external economic affairs 
covering North America, Japan, China, the Common- 
wealth of Independent States, and all of Europe. 


EC Urges Implementation of Resolution 789 on 
Cyprus 


NC2212091392 Nicosia CyBC Television Network 
in Greek 1830 GMT 21 Dec 92 


[Excerpt] The EC has described as negative the Turkish 
Cypriot side's stance at the recent New York talks on the 
Cyprus issue, called on al! interested parties to imple- 
ment the confidence.) \\ding measures that are sug- 
gested in Security Counc)! Resolution 789, and stated 
that the status quo in Cyprus is unacceptable. 


The joint position of the 12 EC foreign ministers was 
submitted to the EC-Cyprus Association Council, which 
will meet in Brussels tonight to discuss Cyprus’ applica- 
tion for accession into the EC as well as developments in 
the Cyprus issue. The jomt position also stresses the 
positive progress of Cyprus-EC relations and recalls the 
conclusions reached at the Lisbon council meeting. 
where reference was made to the further improvement of 


regional problems. The joint position also calls on 
rman ge pel as fa mandy Bey yl 
benefit from finances envisaged by the EC's policy in the 
eastern Mediterranean. It stresses that implementing the 
third finance protocol will occur with full respect for 
sovereignty of the Republic of Cyprus. 


UK Foreign Secretary Douglas Hurd, in a statement on 
behalf of the 12 foreign ministers, indirectly blamed the 
Turkish Cypriot side for the lack of progress at the New 
York talks and expressed the firm hope, as he put it, that 
a corn'ct and lasting peace to the Cyprus problem will be 
achieved ai the next round of talks in New York in 
accordance with Security Council Resolutions 774 and 
789. Hurd also expressed the hope that the two sides will 
soon implement the confidence-building measures 
demanded by Security Council Resolution 789. Con- 
cerning Cyprus-EC relations, Mr. Hurd said that they are 
advancing at a quick pace. 


[Greek] Foreign Minister Yeoryios lakovou, in his inter- 
vention at the association council, which consists of the 
12 EC foreign ministers, called on the C to 
prove in practice the philosophy of nonacceptance of the 


safeguard: 

Security Council Resolution 789. lakovou further 
that the early solution of the Cyprus problem would 
in Cyprus’ accession, but he said that we 
overlook the validity of the position that the 
opening of negotiations for Cyprus’ accession into the 
EC would have catalytic effects on the efforts for a just 
and viable solution of the Cyprus issue. 


tacts in light of tonight's meeting of the Cyprus-EC 
Association Council. At the meeting. they discussed the 
question of the EC commitice’s opimion as well as 
developments in the Cyprus issue. After the meeting. 
responding to questions from our Brussels correspon- 
dent, Nikos Avraam, Mr. lakovou sasd that the question 
of opimion is in Mr. Matutes’ hands. [passage omitted] 





Finance Minister on European Economy, EMU, 


93BR0261 Groot-Bygaarden DE STANDAARD 
in Dutch 10 Dec 92 p 17 


{Interview with the Finance Minister Philippe Maystadt 
by Mare-Arne Wilssens in Brussels, date not given: 
“Maystadt: “It Would Be Different With a European 
Central Bank. The Bundesbank Cannot Be Blamed for 
Interest Rate Policy. it Is Downg Its Job™] 


[Text] According to Finance Minister Philippe Maystadt, the 
situation would be much different if Europe already had its 
own central bank At this ume. the German Bundeshank 
determines interest rates and thereby affects the entire Euro- 
pean economy. But ut cannot be for that. In an 
internew with a DE STANDAARD editorial staff member 
one year after the Maastricht Summit. at which the famous 
treaty was produced. Maystadt says: “There is a paradox in 
the British criticism of the so-called high-handed Bundes- 
hank. The hank is merely doing its job. If the British want to 
change that. they should ratify the Maastricht treaty so that a 
European central hank can he established © 


[Wilssens}] With the weak economic situation, everyone 


1S pomnting an accusing finger at Germany. because of the 
high interest rates there. Is this fair” 


[Maystadt}] First of all, the description “high” only 
apples to short-term interest rates. Long-term interest 
rates are at the same average level at which they have 
been for the last 20 years. 


Short-term interest rates are indeed unusually high. and 
their casing off would be welcomed. But that depends on 
the Bundesbank. and on the Bundesbank alone It would 
be different if there were a European central bank. 
although its policy would certainly be no more lax. 
because its job would be the same as the Bundesbank’s 
first and foremost to guarantee price stability 


Of course. 11 might employ a shghtly different method to 
establish whether there 1s any inflatvonary pressure or 


what it has to do on the basis of the information availabic 
In fact. «t uses German data only, but that, too, 1s normal 
The European central bank would work with data covering 
the whole of Europe Now. such overall European data are 
not indicating any inflationary pressure And if. within the 
future monctan union a member 
inflation. it will have to combat 
mstruments. including income policy 


4: 
g 
: 
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BENELUX s 


[Wilssens] The European cconomy needs a boost. 
Rumor has st that the EC Commussion would welcome 
an mcrease im government cxpenditure and, possibly. 
government deficits. 


[Maystadt} The EC recovery plan has absolutely nothing to 
do with that. The Furopean Commussion’s plan, which will 
be discussed at the [Edinburgh] Summit, 1s aimed at con- 
centrating investment on clements having a stimulating 
effect. For unstance. the expansion of a decent infrastructure 
should improve th: level of performance of the internal 
market. Only if all countnes are involved to an equal extent 
can the scale-related advantages of such a market be fully 
realized. That 1s why we must have well-developed Euro- 
pean road. railway. and telecommumnnocations networks 


The plan will also invest to a greater extent in RAD by 
coordinating member state efforts. The same amount 
allocated in a coordinated fashion will yield better 
results. It 1s extremely important that Europe make great 
efforts in this respect. Otherwise. we will never compete 
with the Japanese 


Another thing we need 1s European environment invest- 
ments. Pollutron knows no borders. Investments aimed 
at countering it will help cach of us. 


Furthermore, the recovery plan would ensure that smal! 
and medium-sized enterprises obtain msk capital more 
casily. In addition, some thought 1s being devoted to 
extending the programs for vocational training and 
retraining. So, the aim is to bring about recovery not by 
increasing cxpenditure, but by better targeting invest- 
ment to make the internal market work more efficiently 
and strengthen European economic competitiveness 


Naturally. some countne: still have a budgetary margin. and 
they must definitely use it. but Beigrum 1s not one of them 


[Wilssens] Will there be a single European currency, and. 
if so, when” 


[Maystadt] If the Maastricht treaty os ratified. there will 
be a single currency by | January 1999 at the very latest 
A single currency 1s inevitable because ut 1s the logical 
extension of the Single Market. It allows making optimal 
use of the advantages of the Single Market. li will do 
away with the cxchange costs and also lower the risk 
premium (the compensation that moncyienders demand 
for extra risk) resulting from the exchange mek. The 
market will become more transparent. because when 
goods are priced im a single currency they will become 
truly comparabic 


The single currency will also put an end to destabilizing 
aspects of the Single Market. Nonetheless. free circula- 
tion of capital without coordination of monctary policies 
could give mse to instability 


But we also need a single currency for geopolitical 
reasons. We must be able to offer the world a singic 
European currency If. indeed. we are constructing a 
new. tnipolar international monctary sysicm. | would 











) BENELUX 


prefer the ECU [European Currency Uni] as the third 
pillar of the system rather than the German mark. 


[Wilssens] In the transition to the final phase of the 
Economic and Monctary Umon [EMU]. what will 
happen to the single currency if the cconomac situation 
continues to decline” 


[Maystad:] We have already thought about that. The 
Maasincht treaty states requirements that the member 
States must fulfill for their partacipation. but the specific 


figures—namely the three-percent government deficit. a 
level of debt approaching 60 percent of GNP. etc —are 


believe that they have to be meddied with for the time 
being. But in a year's time. if the European coonomuies 
are still not on the way to recovery, we wall have to 
consider adapting these requirements to fit the economic 
situation. In any case, 1 will have to be a jomnt mutiative 
that 1s undertaken within the framework laid down by 
the Maastricht Treaty. We must avoid an mdividual 
member state's deciding on its own accord that i no 
longer wishes 10 mect the requirements or that the nfi 
between these requirements and the actual performance 
of the European economics has become too great. Such 
events would destroy the credibility of the entire project 


[Wilssens} What would a relaxation of the requirements 
you mentioned mean for Belgium” 


[Maystadt] In Belgium we would continue to try to mect 
the ecxrsting requirements. for even without Maastncht 
we would be obliged to continue restructuring our 
budget We have to turn around snowballing enterest 
rates so that we can ultrmately revert to having a 
budgetary margin. We desperatcly need extra funds im 
order to adopt measures. say. in the arca of security For 
example. the situation in our overcrowded jails 1s unac- 


ceptable Moncy 1s needed to take measures against 
social exclusion as well as to improve our environment 


[Wilssens} Is the European Monetary System [EMS) 
serving its purpose” The performance of the system has 
come in for a great deal of criticrsm 


[Maystadt} There are still nine member states partics- 
patcng in it voluntary. and there are no reasons why the 
system should not continuc to serve its purpose provided 
that certain critena are fulfilled 


The first criternon 1s that the Maastricht Treaty os ratefied 
and implemented Instability only arose when the 
Danish. and then the French. referenda raised doubts as 
to the achievement of Economia and Monetary U non 


Second the member states must Cesst from making unslat- 
eral statements about the others behavior or about the 
system itself Furthermore. the independence of the central 
banks must be guaranteed To ensure thes. | recently tabled 
the motions required to adapt the bylaws of our own central 
bank in the (Belgian) Ministerial C owncsl 
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On the other hand. the central bankers will have to 
exercise discretion and avoid making drsconcertng 
Statements to the media. Sorne of the statements recently 
made by Bundesbank President Heimut Schlesinger 
could have been avoided. 


The fourth crienon for the smooth functioning of the 
EMS 1s to follow up on the convergence programs of the 
member states. Only mm thes way can we be sure of 
achieving sound, noninflationary cconomx growth. For 
the stability of the system the markets need to be 
convinced that the varous countnes genuinely mmiend to 
carry out thei convergence plans 


[Wilssens}] Experts from the 10 most prosperous coun- 
ines are now trying to work owt how to check the 
tremendous volatility of the imternational monctary 
system. which resulted from rapid transfers of unheard- 
of amounts of capital What measures might be adopted 
m thes respect” 


[Maystadt] The working party « first goung to make a 
thorough study of the capital flow We will have to wait 
for its results However. one of the posssbilrties under 
consideration 15 to umpose fixed ratios on the relation- 
ship between the off-balance acti ities (so-called derived 
products) of financial mmstrtutvons and their equity cap- 
ital. In the long term. we must consder reburlding the 
imternational monctary system. because the agreements 
in effect today within G-7. the group of sewen leading 
industrialized countrnes. clearly fall far shor of the mark 


[Wilssens] What if the Maastricht treaty 1s not ratified” 
Will there be an economax and monctary mim-Europe” 


[Maystadt] For the moment we are presumeng that the 
Maastricht treaty will be ratified At the Edinburgh 
Summit, a scenario must be worked out to make abso- 
lutely sure that Denmark goes ahead with ratification 
The participants will have to show cnough flearbilsty to 
make a solution powsrble However. on the other hand, 
renegotiating the text of the treaty 1s out of the Questron 
And the proposed solutvons must not be such as to 
require re-ratification by the member states which have 


already ratified it 


Taxation 


[Wilssens} In a few weeks the long-avaned European 
mternal market will be opened The harmonization of 
taxation systems has been arranged |s the result some- 
thong that can pass as a “lewe! playing field.” or would 
“hattieficid be more appropriate” 


[Maystadt] It 1s clear that ee have to pursue tas harmo- 
mization measures The EC countries must avon beng 
sucked into a fiscal free-for-all As things sand at the 
moment. every country «= a fiscal paradmue for the 
nationals of other member states in other words. the 
member states are competing cach other imto poverty 
After all, fical competitron leads to the transfer of 
motile taxable incomes and the in turn affects compet. 
ttivencss 
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Competition reduces the movable income tor all pares 


draw a relative benefit from an attractive fiscal system. 
bul only as long as no one cise has 2 comparable onc 
And of larger cowntrnes start playong thes game. ‘hey can 
offer thongs on a scale on which Luxembourg would be 
unable to compete 


[Wilssens| How aboul our competitiveness with respect 
10 COTporateon tar” 


staits However | always make it quite clear to them that 
ee can cimly discuss abolishing thrs if other countnes also 
bring up th... own advantageous systerms Here. for 
imstance. | 7™ thenkong of the Insh mvestment compe- 
mes and (< Dutch eetem eath respect to holding 
COPN PAN ves 

[Weriserms) fue . (he harmonization of corporation tax 
rather Gke « stillborn child” 


[Maveradt| Not enurely but the msue has most certainly 
takes «4 were strange turn The European Commission 
first set up a working party charred by Onno Ruding to 
look unto the matter The working party then reported its 
findings and recommendations but the result of the 
study has never been submitted to the C ownc:! of Min- 
imters, because. according to the EC Commsmon. the 
imitative supposedl) fasied to take account of the sub 
wdianty princeple However the ( ormmrssson dors plan 
to subyect the fracally favorable systems to scruteny 


[Wilssems} Asa ehoic how do vou rate Beigoum 5 general 
fiscal Competiti. enews Compared eith that of other coun. 
tines” 


[Maysiadt!) (hur postion om the EC ms somewhere im the 
middie Admutiedly. mm the rankings of the 24 OCD 
countnes. ee appear to be redeng farrly Ragh but we are 
no longer at the top Accordeng to the OECD figures for 
the percentage of tax recespts wrth respect to GNP. ee 
currently rama seventh after Seeden Lusembourg Den- 
mark. Norway the Netherlands and France In fact. m 
our country fiscal recespts erth respect to GNP dropped 
betecen 1985 and 199! most sharply namely by no lew 
than 5 6 percent 


[Witssems) Are companies and adminrstratioms ell pre- 
pared for the new VAT | value-added tan) system which 
* duc to take effect on | lanwary | 99T" 
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[Maystadt] Every undividual or msistutvon having a VAT 
number has received a ieticr caplameng cractly what 5 
goung to happen. There are also 15 toll-free numbers 
manned by staff who can answer any enquires relating 
to the changes. Furthermore, 2.500 VAT officers are 
receiving addsteonal tramning 


Views EC Growth Initiative 
GIESO] 0A Brussels LE SOIR om French 14 Dec 92 p 2 


[Imerview with Frnance Minister Pheloppe Maystadt by 
Machel de Mucisnacre. place and date not given “Phuil- 
ippe Maystadt on the European Growth Inmate 
Adopted at the Edinburgh European Summit} 


ext] [De Mucisnacre] You are returneng from the 

summit. where as finance minster you par- 

tecupated im the summa of European heads of state. 

etuch adopted 2 “growth mititiwe” What are the 
objectives of that program” 


[Maystadi}] We are not counting on that by ascif to 
irigget recovery. And mm any case no one 6 thinking m 
seryms of the tradrtonal means of stimulating a recovery. 
that 1s imyecting publi monies into the economy and 


spending more 


We have decoded to allocate additional resources for 
specifically targeted projects. with two obyectives. The 
first 1s to ensure better functioning of the Single Market. 
by providing better connection between the \ anous parts 
of the market through improvements in the 1 frastruc- 
ture of transport. telecommuniations and energy 


The second objective to make mmvestments that 
enhance the competitiveness of the European economy 
asa whole We are thinking primarily of investments in 
research and development notably im what are called 
“gerrrw technologees those that are usable im diverse 
sectors. such as Computcr-aveisied manufacturing. com- 
powte matenals lasers and snmsors 


[De Mucisnacre] What « the message the Tecive are 
sending to huwness and indusin 


[Maystadt} The mewsage rs first that the European ( om- 
Mmunety 6 makeong a tegger cflon om thes area and second 
that ec have to work together More concretely. the first 
thong ee re gorng to Hegottc m the comeng eocks 
creation of the Eurupean Investment Fund. to be cape 
tahred at 2 tilhon ECL [European Currency (nits) 
eith money provided hy the European Investment Bank 
the Community and private hanting institutions [1 ell 
be an crampic of porntly motehzing publ and private 
resources at the European lieve! (Contact has already 
been made eith the benks ehech have capressed 
imterest 


The other ugnificant sources of financeng are of cour 
the European funds the ace cohewon fund and the 
Structural funds 
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[De Mucisnacre] The Edinburgh Declaration warns of 
the danger of wage inflation and encourages member 
States to maintain budgetary discipline. How do you 
imterpret that passage” 


[Maystadt] The drscussson was divided into two parts. First 
we cramuined what could be done at the national level. then 
what was posible at the Communnty level. We quickly 
ascertamned that the states have litle for maneuver 
It es Mm Our IMterest lo persevere im Our to reduce the 
public deficu. because both deficu reduction and lower 
inflaton are essential om bringing down interest rates. whach 


8 extremely important for cconoma recovery 


[De Mucisnacre} But at the same tome, the Community 1s 
encouraging the states to invest more im ceria sectors 
such as construction 


[Maystadt]} Great emphasis 1 pul on not imcreasing 
budgetary deficits, while at the same time rconenting 
public spending wherever possible Housing was cited as 
one of the domains where :1 1s possible to respond to very 
real needs im certamn places. and where investment can 


create many jobs 
[De Mucisnactc) Might that affect Beignum's policy” 


[Maystadt| Well, one can certainly describe 1 as encourage- 
ment to take steps at the varnous [governmental] levels along 
the lenes coted. Some of the measures envisaged. such as 
howsng. are regoonal The Walloma regsonal executive has 
already decided to beef up its howseng programs What was 
sand at the summit can only encourage the Wallonia regson 
to contenue m that direction. We should perhaps hold an 
imterministenal conference between the central state and the 
regooms. to see the extent to which we can give prority to 


jotgenecrating investments 


[De Mucisnacre] The same day the summit opened, 
three European currencies—the Insh pound. the Danish 
krone, and the French franc—took a beating on the 
foresgn exchange markets Do you think that what came 
out of Edinburgh can stabilize the situation” 


[Mayetadi| | thnk that of the markets are rational, what 
happened at Edinburgh will suffice to restore calm to the 
markets 


[De Mucisnacre}) But can one really count on the markets 
to be rational” 


[Maystadt} One 1s certainly led to wonder sometimes 
But there are two positive factors. The Edinburgh 
summit found a solutvon to the Danish problem That 
means that the process leading toward European eco- 
nomi and monetary union is regaining greater cred- 
belity. sence a way was found to avond putting the accord 
m further pcopardy The other postive sagnal « the 
commitment to contribute to ccomomuc recovery 


[De Mucisnacre} Is the European Monctary System 
{EMS} nevertheless goung to have to be restrectured ’ 
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[Maystadt] What the markets need 1s stability and con- 
fidence. I don't think the time has come to make any 
important changes in the operating rules of the EMS. 


Steel Executive on National, European Steel 


9IBROI82A Brussels LE SOIR in French 16 Dec 92 p 5 


Intervoew with Forges de Clabecg head Pierre Dessy by 

Hermans, place and date not gwen: “Il Am 
Rather Pessimistic by Nature, But_.\—Prerry Dessy 
Facing Crises in European Steel Industry”) 


[Text] Now that tensions have dissipated. the company 
Forges de Clahecg has returned to its cruising speed In 
the aftermath of the storm. Pierre Dessy takes stock 


Three weeks after the end of the conflict which shook wp his” 
Forges. CEO Pierre Dessy has recovered his legendary calm 
Here. he reviews the past. present. and future of the Walloon 
sieel group After 40 years at Forges. he still wants to beleve 
that there is clear sailing ahead but on conditions 


ae Forges de Clabecg has recently undergone 
another crisis. In your opimion, what caused this crisis” 


[Dessy] We should take a brief look at the past. When we 
built the plant at Ittre m 1964. « was an ultramodern 
complex designed for contenuous casting Al that me, 
was the first of its kind in Belgoum. We opted for a specific 
plate moll, which was at the 

which complemented our range 
joust mulls, etc.). At that tome, | mmtended to modernize 
everything and replace 1 by a modern long-product train. 
Unfortunately, during the 1975 crisis | realized thai we had 
moved a bit too fast. i am still kecking myself a but because 


[Hermans] What did you do with i” 
[Dessy] We managed to get by for a few years by selling 


plant It no longer bought our slabs. and we were thrown off 
balance 


[Hermans] Were there any alternatives” 


[Dessy} Just one Esther we had to find an opportunity to 
construct a rolling mill in another sector wih other compa. 
ee ee Se ee ee a 
reduced production based on our only rolling mill 
would have an effect on the cost price The rest 1s history 


[Hermans] Apart from these “internal” problems. were 
there others” 











[Dessy] At the moment, the United States 1s waging an 
outnght cconomx war, using thew entire icgrslative 
arscnal (dumping. cic.) to get nd of everyone 


[Hermans] And the European market” 
[Dessy} | thenk that all the leaders of the mayor sicctworks 


991 we self-financed some rather heavy invcsiments 
[Hermans] Do you regret that” 


[Dessy} At that time « seemed perfectly normal to 
modernize our blast furnace. Today, of course. you can 
always say that we should have done this or that 


Petrofina Oi) Firm Anticipates Poor 1992 Results 
GIBROIO6A Brussels LE SOIR in French 15 Dec 92 p § 


Artucle by Philippe Berkenbaum “Halved Dividend for 
rofina—Very Bad Results Expected for 1992— 


exchange 
of ts “cata- 
™ results in the first half of 1992 (consolidated 


stood in time that the Petrofina share was no longer a 
safe investment were wise: For the first ame in 30 years, 


Petrofina is not only considering reducing the 1992 
shareholders’ dividend, but also halving 1. 
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market that refuses to recover. (Yesterday, 
announced that its 1992 net result was down 47 
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What about the future’? It 1s, of course. mortgaged by 
econome uncertainty. Franco Cornelis, however, 
remains confident in Petrofiaa’s ~“oility—it hes made 
very large investments during the last few years—to 
realize operational profits that will improve competitive- 
wnt pp ay tt ean Mg a 
personnel cuts, mostly through attrition. In 1993, 











10 GERMANY 


Kinkel Views Probable Result of Serbian Election 
LD2212114592 Hamburg DP4 in German 0951 GMT 
2 Dec 92 


{Text} Berlin (DPA)}—Foreign Minister Klaus Kinke! has 
expressed regret at the probable outcome of the Serbian 
presidential election. Speaking, on Radio Free Berlin, 
Kinkel said today that, if the trend to reelect President 
Slobodan Milosevic is confirmed, it means that pros- 
pects in the Balkans are not very good. With regard to the 
international community's influence on Serbia, Kinkel 
believes that the next step could be the total isolation of 
the country. This is not a simple m-“‘ter, however, 
because it would affect the civilian population; that is 
not desirable, but perhaps 1s unavoidabie. 


Responding to a question on the possibility of NATO 
military intervention, the foreign minister said that the 
Western alliance first has to be instructed by the Security 
Council. The first step could be the implementation of 
the ban on military flights over Bosnia-Hercegovina. 
Kinkel also pointed out that mediators Owen and Vance, 
who are active in the former Yugoslavia, as well as the 
UN commanders who are there, have warned against 


large-scale military intervention. 


The minister went on to say that he does not rule out 
military intervention. However, Germans in particular 
hive to be cautious on this issue due to the constitutional 
position. Germany is not in a position to fulfill its 
obligations toward the United Nations. Kinkel said: “We 
should not take the lead when it comes to making 
demands.” Anyway, it is simpler to demand measures 
than to put them into practice. 


Hamburg Firm Violates Embargo Against Serbia 
LD2212122192 Hamburg DPA in German 1111 GMT 
22 Dec 92 


[Text] Hamburg (DPA)}—A well-known Hamburg firm 
has been breaking the UN-imposed trade embargo 
against Serbia for months, according to investigations by 
the security authorities. According to the Hamburg cus- 
toms authorities, a total of 27 trucks carrying products 
worth 1.2 million German marks [DM] have illegally 
reached the Hanseatic city. The business manager, the 
leading buyer, and the company secretary were detained 
last week, customs spokesman Sigmund Zwirn 
announced today. The three men were all given bail 
against a sum of around DM100,000 each. The men, 
who are 49, 52 and 55 years old, are threatened with 
prison sentences of at least two years. 


According to information from Zwirn, during an inspec- 
tion the Hamburg customs came across company papers 
“which suggested imports circumventing the embargo.” 
A search of the company premises confirmed this suspi- 
cion. According to investigations by the customs, the 
Hamburg firm has for years ordered rubber pieces for car 
door seals from Serbian producers. 
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Editorial: Clinton To Be ‘Diverted’ by Foreign 
Policy 


AU2112215192 Frankfurt/Main FRANKFURTER 
RUNDSCHIAU in German 21 Dec 92 p 3 


[Jochen Siemens editorial: “Wishes and Reality”) 


[Text] One cannot accuse President-elect Bill Clinton of 
wasting time. In a purposeful and consistent manner, he 
is using the transitional period from President Bush's 
presidency to his own tenure at the White House so as to 
be able to assume office on 20 January quickly and as 
well prepared as possible. 


Clinton knows why. As a matter of fact, like Ronald 
Reagan in the 1980's, he has the advantage of being able 
to govern with a majority of his party in the Senate, but 
he will also be subject to unsparing criticism after 100 
days in office. Experience teaches us that the funda- 
mental and basic reforms and legal initiatives that the 
Clinton administration does not get in motion by the 
summer will be ground by the millstones of parliamen- 
tary tricks and debates and the influence of lobbies. 


Clinton, who was elected mainly because of his promises 
to improve the U.S. economy, first appointed his eco- 
nomic and financial team as a result. In addition, he 
invited U.S. economic and business leaders to a discus- 
sion and revived the National Economic Council, a 
White House institution modeled on the National Secu- 
rity Council. This instrument, whose existence and activ- 
ities should signal the importance of the economy for the 
national security of the United States, was last used by 
President Gerald Ford in the middle of the 1970's. 


People represent a certain program. With the nomina- 
tion of the Senate veteran Lloyd Bentson and of the 
budget experi Leon Panetta from the House of Repre- 
sentatives as treasury secretary and budget director 
respectively, he not only signalled to Congress that he 
wants to cooperate—contrary to the previous Demo- 
cratic President Jimmy Carter—but he chose two figures 
who clearly stand for a reduction of the U.S. budget 
deficit. Their selection justifies the expectation that 
Clinton will finally decide against short-term investment 
programs to stimulate the U.S. economy but for a 
permanent reduction of the deficit. 


The other nominations are more puzzling than revealing. 
The only clear thing is that Clinton will apparently have 
more women and representatives of minorities in his cab- 
inet than any U.S. president before him. Yet the president of 
two universities will not become education secretary but 
will lead the Health Department. The secretary of the 
Democratic Party, a well-known political strategist. will not 
become chief of staff at the White House but commerce 
secretary, and a Harvard economist who influenced Clinton 
with his economic theones will become secretary of labor—- 
an office in which he will, above all, be confronted with the 
reality of the trade unions. 
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A look at the history book explains a few things: Franklin D. 
Roosevelt nominated a similarly contradictory government 
designed to represent a broad spectrum of mostly contro- 
versial views. Roosevelt's leadership was that he formed his 
own opinion and made decisions on this basis. Clinton seem 
to favor a similar type of leadership. He impresses every- 
body with detailed knowledge and asks all sides for advice. 
This 1s also in line with the announcement that his wife will 
attend cabinet meetings. 

Yet the question arises whether President Clinton will! 
have the time that he needs to tackle the most urgent 
economic and domestic policy problems. While he was 
preparing a team for these tasks, a wave began to build 
up behind his back that has often swept aside the 
country’s domestic problems in the past decades: the role 
of the Unites States as a world power. 


Soldiers will be in Somalia when Clinton takes office. 
and the pressure on NATO will have increased enor- 
mously to intervene in Bosnia. If a complete failure of 
the Middle East peace talks is to be prevented, the new 
man in the Oval Office will have to mediate immedi- 
ately. After the experiences in the Balkans, the ethnic 
probiems in Russia and other CIS states must look like a 
powder with a fuse to the new president. In view of the 
increasingly apparent intentions of Ukraine, Belarus, 
and Kazakhstan to remain nuclear powers, the question 
as to how Washington wants to press ahead with or 
merely to save nuclear disarmament (with START-II 
possibly) must be answered quickly. 


In view of a rapidly changing world, in which crises erupt 
like pustulent ulcers that were long overcooled as a result 
of the cold war, the remaining superpower will have to 
fulfill the role of a mediator, arbitrator, and world 
gendarme. President Clinton's attention will soon be 
diverted from his election goals. 


a ee a 


AU2212090692 Duesseldorf HANDELSBLATT 
in German 21 Dec 92 p 12 


[“mak” report: “EC Central Bank Should Use German 
Cc "] 

[Text] Frankfurt/Main, 19-20 Dec—Bundesbank Presi- 
dent Helmut Schlesinger has come out in favor of 
transferring the potential-oriented money supply policy 
to the European Monetary Union (EMU). 


Merely pointing to the goal of stability is not sufficient in 
Europe, Schlesinger said at a colloquium of the Capital 
Market Research Institute at Frankfurt University. 
There 1s a long and not always clear path between the use 
of instruments and their final goals. Therefore, Europe 
needs a clear strategy in monetary policy, which marks a 
number of basic points and—visibly—permits the Euro- 
pean Central Bank to fulfill its legal assignment of 
ensuring price stability. 


GERMANY il 


In particular at the beginning, when the European Cen- 
tral Bank cannot yet prove its loyalty to the principles 
with success achieved concerning the final goals, it is 
necessary to strengthen its credibility. If it takes over the 
concept of potential-oriented monetary policy, it 
increases its chance of bringing the credibility of the 
Bundesbank as an important starting capital into the 
third stage of the EMU. 


Even though the strategy of medium-term money supply 
policy in Europe must still prove its worth, as Schlesinger 
admitted, in Germany, too, the concept gives rise to 
difficulties occasionally, however, it has always turned 
out that a long breath pays off. He does not see a real 
alternative to setting a target for money supply. 


Regarding the instruments to contro] money supply, a 
clear rapprochement has already taken place internation- 
ally, and open market policy has already gained impor- 
tance. There is no doubi that it has advantages. How- 
ever, there is the question of whether the entire basic 
money in Europe should be proved in this way. For 
instance, in covering the basic demand of the banks in 
terms of liquidity, flexibility is not so important. Open 
market deals, if they serve the purchase of government 
securities, might give rise to the suspicion that the public 
budgets are financing themselves through the back door. 


Regarding the demand for central bank money, the 
obligation to keep a minimum reserve might also have 
an important function in Europe, according to Schles- 
inger. In short-term money supply control, keeping 
reserves On a monthly average has proved its worth 
because it makes the demand for central bank money 
flexible to a certain extent. 


This is particularly important if the central banks had 
difficulties in the new surroundings to assess unaccus- 
tomed patterns of seasons and behavior of the European 
banks, while the banks, for their part, would not be able 
to easily judge interest rate signals. Without the puffer 
function of the minimum reserves, a sironger precision 
control on the monetary market would be unavoidable 
under these conditions. 


Ruehe Interviewed on Bundeswehr Missions 
Abroad 


AU2112203392 Hamburg DER SPIEGEL in German 
2! Dec 92 pp 21-23 


[Interview with Defense Minister Volker Ruche by Dirk 
Koch and Alexander Szandar, place and date not given: 
“We Must Get Out of the Dilemma”™} 


[Text] [DER SPIEGEL] Mr. Minister, are you ashamed, as 
your former colleague Christian Schwarz-Schilling was, to 
be a member of a government that looks on passively while 
people in the Balkans are being slaughtered” 


{[Ruche] No. We are not looking on passively. We are 
giving humanitarian aid. Our pilots are being exposed to 
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great dangers on their flights to Sarajevo, and they are 
facing the same risks as the soldiers of other nations. But 
so far, all nations have held the view that Yugoslavia’s 
problems cannot be solved by the deployment of troops 
on the ground. 


[DER SPIEGEL] Your colleagues Norbert Bluem or 
Wolfgang Schaeuble do not consider humanitarian aid 
enough. They call for massive military intervention by 
the West. 


[Ruche] I cannot reject certain measures any longer. Too 
many mistakes have been made in the past—political 
mistakes by the EC, which took too long to achieve 
agreement on its position on the Serbs; military mistakes 
by the United Nations, which stipulated a flight ban zone 
weeks ago, but failed to say that those who did not 
observe it would be shot down. 


{DER SPIEGEL] Should the Germans shoot too? 


{[Ruehe}] No. Germany has to keep to the restrictions that 
history has defined for it. 


[DER SPIEGEL] Would you advocate—like Schaeuble 
or Schwarz-Schilling—neutralizing the Serbs’ command 
centers from the air? 


[Ruehe] My counterparts, the defense ministers of the 
countnes that have deployed Blue Helmet troops on the 
ground, are, of course, worried about their soldiers. A 
decision must be made. Either we opt for providing 
military security for humanitarian convoys, or we opt for 
unilateral measures against Serbia. Both things together 
do not work. 


[DER SPIEGEL] Because otherwise the Blue Helmets 
would become hostages in the hands of the Serbs? 


[Ruche] Yes. It certainly is necessary to give the Serbs 
very clear signals in case the conflict spreads. In that 
case, one should be ready to take tougher measures. 
which naturally cannot be publicly discussed. 


[DER SPIEGEL] Would you advocate lifting the arms 
embargo imposed on Bosnia-Hercegovina? 


{Ruehe] | do not think that Germany should take the 
initiative in this respect. But if the United Nations 
believes that this would be a way to deter Serbia, we will 
have to accept it—despite the risk that the conflict could 


spread as a result. 


[DER SPIEGEL] Are you expecting that the Serbs will 
advance on Kosovo or Macedonia” 


[Ruehe] We cannot rule out the possibility that tensions 
will increase. Therefore, it is very important that the 
Serbs be given clear and tough signals to stop. Otherwise, 
the conflict could be internationalized and become a 
large Balkan war. 


[DER SPIEGEL] If Turkey as a NATO member were to 
interfere there, would that have an effect on the alliance” 
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[Ruehe] We must do everything in our power to avoid 
such a situation. | do not want to speculate on the rest. 
Such a development would be disastrous for the security 
situation in all Europe. 


[DER SPIEGEL] The AWACS reconnaissance aircraft 
that NATO has deployed by order of the United Nations 
to monitor Serbian airspace are also intended for use as 
artillery command posts and are to direct aircraft to 
down Serbian planes. Every third soldier aboard an 
AWACS aircraft is German. Does this mean that we also 
have a finger on the trigger? 


[Ruehe] When and if the United Nations makes deci- 
sions and asks NATO for help, Germany cannot paralyze 
AWACS. This ts an important point. With all our special 
problems, we have absolutely no mght to hinder the 
United Nations and NATO in a decisive way. 


[DER SPIEGEL] It is undoubtedly a sor of combat 
mission. The constitution does not cover it. 


[Ruehe] I am not going to assess the legal aspects in 
detail now. The overwhelming majority of our constitu- 
tional experts hold the view that Article 24, Paragraph 2 
of the Basic Law permits such missions. There are, of 
course, also other views. 


{DER SPIEGEL] What do you personally think? 


[Ruche] | am not a constitutional expert. I only ask 
myself personally, can Germany afford to prevent the 
effective deployment of NATO aircraft in the flight ban 
zone? My answer is, no, we cannot. We cannot hinder 
the international community in carrying out the morally 
founded objective to stop the killing there. 


[DER SPIEGEL] You are about to stretch the constitu- 
tion. In Somalia, armed Bundeswehr troops are to be 
deployed for the first time outside the NATO area. We 
have been told soothingly that the mission 1s intended as 
a sort of self-defense of German soldiers who are 
deployed there for humanitarian reasons. 


{[Rueche] The Bundeswehr does not take part in the first 
phase of peace-making combat missions. We only take 
part in phase two, which deals with humanitarian aid. 
The whole thing must be coupled with UN operations. In 
Somalia. our soldiers must definitely have an opportu- 
nity to defend themselves. 


[DER SPIEGEL] So you share the view held by Friedrich 
Bohl, minister in the Chancellor's Office, who says that it 
iS NOt a military mission? 


[Ruche]} It is a mission of soldiers for humanitarian 
purposes, but it 1s not a combat mission. That is the 
decisive thing. 


[DER SPIEGEL] But if the area is pacified. why then 
infantrymen for the so-called self-protection? 


[Ruehe] No one can guarantee that we will not be shot at. 
It is true that the Bundeswehr only goes into pacified 
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areas—"“a secure environment,” as the United Nations 
says. Nonetheless, there may be probiems. That is why 
the soldiers must protect themselves. 


[DER SPIEGEL] The opposition says that the mission is 
definitely unconstitutional. You wanted to avoid such a 
situation. You wanted to have very clear legal bases 
before dispatching any German soldier, and you said you 
did not want a constitutional dispute to take place on the 
soldiers’ backs. That 1s what is happening now. 


[Ruche] Let us wait and see. We must hold talks with the 
opposition. | would like to achieve as much consensus as 
possible. The Social Democratic Party of Germany 
[SPD] must be informed in detail about what we intend 
to do and how we view it. But I must also ensure 
Germany's ability to act. If we do not act, we will have to 
pay a high price internationally. We will also be facing 
the others’ cold contempt. We will be paralyzed in 
foreign policy terms. In other words, we would not meet 
Germany's interests. 


[DER SPIEGEL] So you think that everything is in order 
constitutionally” 


[Ruche] Yes, I think so, because otherwise we would not 
have agreed to take this measure. 


[DER SPIEGEL] You just said you were not absolutely 
sure about the legal situation. 


[Ruehe] No, no. I did not say that. You asked me about 
my private opinion. I am in agreement with the Chris- 
tian Democratic Union/Christian Social Union [CDU/ 
CSU] on the legal aspect of the issue. 


[DER SPIEGEL] What arms do those infantrymen have 
who will allegedly be deployed for self-protection? 


[Ruche] I reject the term “allegedly.” 


[DER SPIEGEL] What do they have? Automatic rifles, 
guns, helicopter gunships, grenade launchers, tanks? 


[Ruche] They take the equipment along that they need 
for genuine self-protection. That has not yet been 
defined in detail. 


[DER SPIEGEL] But the SPD will want to know. 


[Ruche] Basically, they are transport soldiers and sol- 
diers for humanitarian tasks. They must take along as 
many troops and as much equipment as they need for 
their own protection. It will be enough, but not too 
much, because we cannot expect other nations to protect 
German soldiers. 


[DER SPIEGEL] Why not? 


[Ruche] Because we do not want to run the risk that 
something happens, and then our soldiers are defense- 
less. In addition, it 1s of vital importance for the troops 
in Somalia to be able to defend themselves. 
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[DER SPIEGEL] But 1 ts a multsnational operation, and 
others also assist us in NATO 


[Ruche] There are different procedures, languages. and 
so forth. | would consider it absolutely wrong in the case 
of Somalia. 


[DER SPIEGEL] Why has your coalition partner 
changed its mind once again? The Free Democratic 
Party [FDP] rejected any such mission only recently. 


[Ruche] It 1s wrong to say that « has changed its mind. 
The situation was convincing. We must get out of this 
dilemma of German policy. We must really abolish as 
soon as possible that total self-blockade—and also in 
connection with combat missions. 


[DER SPIEGEL] Mr. Ruche. you seem to be very 
flexible regarding legal issues. In October you said that 
combat missions must be an exception. We need a 
constitutional amendment for them. and each individual 
case must be authorized by a two- thirds majority of 
parliament. Then you said you wanted just a law on the 
dispatch of soldiers. Now they are to be dispatched 
without a legal basis. 


[Ruche] I have always said that we are prepared neither 
materially nor psychologically to take part in combat 
missions such as those in the Gulf. But the situation 
between Blue Helmet missions and combat missions 1s 
increasingly fluid. Contrary to wha the SPD has sug- 
gested, we cannot therefore amend the constitution for 
purely Blue Helmet missions, and leave the scene when 
shots are fired. The SPD did not accept my offer com- 
prehensively to amend the constitution and to decide, by 
a two-thirds majority, on every individual case that goes 
beyond Blue Helmet missions. 


[DER SPIEGEL] Does your offer still stand” 


[Ruche] If our soldiers are really dispatched to take part 
in combat missions, then such missions must be backed 
by a broad majority of our society. Nothing has changed 
about that. By the way, I am sure the majority of the 
German people back humanitarian missions such as 
those in Somalia, and would not want our soldiers to be 
protected by other countnes soldiers. 


(DER SPIEGEL] As far as the constitution 1s concerned, 
this 1s as irrelevant as your argument that everything else 
would cost a lot of money, or the world would despise us. 
This uncomfortable chain of the constitution binds us. 
and you want to loosen it. 


[Ruche] No, | do not see it like that. Germany 1s united, 
we must now muster the necessary flexibility. We must 
finally meet our responsibility toward the international 
community. Those who are starving cannot wait for the 
German Constitutional Court. That 1s why we had to 
find a way, which, | believe, is marked by continuity 
because it continues what we have done in Cambodia 
where we have had medical officers, but i imposes 
self-restriction. 
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[DER SPIEGEL] Critics beleve that the constitution 1s 
being undermined step by siep. 


[Ruche}] No. We are making use of the provisions of the 
constitution for the benefit of the international commu- 
nity. Our measure is backed by people who deal mien- 
sively with the constitution. We are trying to take a 
pragmatic step to give concrete help. it ss absurd for 
some people to accuse us of misusing Somalia's predic- 
ament to enforce our policy regarding the constitution. 


[DER SPIEGEL] The fact that you do not want to assign 
the Bundeswehr soldiers in Somalia to UN command 
shows that you are not on safe ground regarding the 
constitution. 


[Ruche] They will remain under my command, but will 
be placed under the so-called operational control of the 
United Nations. 


[DER SPIEGEL] Does this mean that the UN com- 
mander im Somalia. an American. tells the Germans 
what they have to do” 


[Ruche] No. He says that he would recommend that our 
soldiers go to this place and not to another place because 
there 1s currently fighting there, and there are people 
with Stunger rockets, so 1 would be better for our soldiers 
not to fly around there. That will run through a German 
hason staff. But we will basically decide on what we are 


going to do. 
[DER SPIEGEL] Will only volunteers be deployed” 


[Ruche}] Conscripts will only be deployed there on a 
voluntary basis. The situation 1s basically different with 
career soldiers and long-term servicemen. However. in 
the framework of our usual obligation as employer. we 
will consider hardships as we have always done 


[DER SPIEGEL] If there are casualties in combat mus- 
sions, and no one volunteers any more, will soldvers be 
ordered to go off there” 


[Ruche] These are horror scenarios. War missions such 
as those in the Gulf are not at wssue. We are not a world 
power. According to our armed forces structure. defense 
remains Germany's main purpose. Crisis reaction forces 
are to protect the alliance area im the core. From these 
forces. two battalions will be formed for Blue Helmet 
missions. By the end of the planning period in the year 
2006, we will not be able to deploy more than one 
division outside Germany for expanded national defense 
and simultancously one division for crisis prevention in 
the alliance area 


[DER SPIEGEL] Are you sure you will always find 
20.000 men” 


[Ruche; No provisions have been made for all the rest 
But what 1s also clear 1s this: The msk involved for the 
individual soldier 1s today greater than it was during the 
cold war. That 1s what we must tell our soldiers frankly 
and honestly. and that 1s what | am doing 
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[DER SPIEGEL] Mr. Ruche. thank vou for this mtecrvice 


Bundeswehr “Order of the Day’ on Future Roles 


2112151492 Berlin DDP in German 1218 GMT 
2! Dec 92 


[Text] Bonn (DDP}—Defense Minister Volker Ruche 
has stressed the importance of training for Bundeswehr 
“that ss relevant to the tasks and close to reality.” with 
regard to future UN peace missions. In an orde: of the 
day to mark the New Year. published m Bonn today. 
Ruche also stressed the need for “good equipment” and 
for an “intellectual debate” in the fundamentally 
changed conditions for Germany's security 


Ruche reaffirmed that he “strongly” urges the creation of 
preconditions which would enabic the Bundeswehr also 
to take on a share of responsibility for “the threatened 
freedom and the welfare of other peoples and states.” 
The soldiers of the armed forces must be prepared and 
capable of taking aid and rescue measures “in peace 
missions within the framework of imternational soli- 
darity and in harmony with the UN Charter.” 


Ruche's order of the day describes the soldiers and staff 
of the Bundeswehr as the “guarantors of our free and 
democratic basic order and thus of the protecion of 
human dignity and human nghts.” The conduct and 
behavior of the soldiers must meet this responsibility. 
“Violence, xenophotma. and extremism” must be “reso- 
lutely” combated “im word and deed”. Ruche said. 
Violence against foreign fellow citizens calls for resolute 
action by the state. However, the most important pre- 
condition for this 1s “civil courage on the part of the 
individual citizen. particularly of citizens mm uniform.” 


Ruehe Rejects Use of Soldiers To Close Borders 


402112133692 Hambure WELT AM SONNTAG 
in German 20 Dec 92 p 2 


[“H.V/MIJIT" report: “Ruche Rejects Use of Bundeswehr 
at Border Against Asylum Seckers”) 


[Text] Defense Minister Volker Ruche (Christian Dem- 
ocratic Union) has rejected a request by Intenor Min- 
ister Rudolf Senters (Christian Democratic Union) to 
provide Bundeswehr soldiers to fill vacancies among the 
Federal Border Guards (BGS) 


With the help of Bundeswehr soldiers. Interior Minister 
Serters wanted to seal off Germany's castern borders and 
stop the illegal ummuigration of foreigners that has been 
observed during the past few years. He proposed that 
both former soldiers and Bundesechr members on 
detached duty or on leave should be used to strengthen 
the BGS 


In an interview with WELT AM SONNTAG. Senters 
said that he had asked Defense Minister Ruche for help 
because the BGS needed an additional 4.600 officers 
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Extra personne! are urgently needed because the illegal 
inflow of foreigners 1s constantly msing. 


Senters made the following specific proposals to 
sirengthen the BGS 


—Former soldiers (noncommissioned officers and pn- 
vates) should fully support the BGS in protecting the 
border as an auxihary police after a short tramuing 
penod 

—Soldiers (noncommissioned officers and privates) 
should be assigned to the BGS for three years or be 
granted leave to serve there 

——ivihan employees of the Bundeswehr (civil servants 
and employees from the administratoon) should 
mainly be used for required measures concerning the 


deportation of ilicgal ummugrants 


it has become known among Defense Ministry circles 
that Defense Minister Ruche (Christian Democratic 
Umon) decided on Friday [18 December] not to assign 
solders to the BGS 


Soldiers who left the Bundeswehr or retired soldiers, 
however. are entitied to pursuc a second career with the 
BGS. Semor members of the ministry also critecized that 
both former Intenor Minister Wolfgang Schacuble and 
the current Internor Minister Rudolf Senters are actually 
responsible for the unsatisfactory situation at Germany's 
eastern border because they drastically reduced BGS 
forces mm barracks and mobile closed BGS units. 


As has become known from the Intenor Ministry, the 
defense minister and Intenor Minister Senters decoded— 
despite Ruche's staiement—to discuss the intenor minis- 
ters wishes and proposals at the level of state secretanes. 


In addition. the Internor Ministry stated that efforts to 
reach a “far regulation” with Poland and Czechoslo- 
vakia on the deportation of rejected asylum seekers 
continue swiftly The Finance Ministry stressed that 
financial support for these countnes 1s certainly cheaper 
than the regular payments for asylum seckers. 


The Bundestag group of the Christian Democratic Umon/ 
Christian Social Union has warned the Social Democratic 
Party of Germany against further delaying the practical 
implementation of the decisions on the asylum rssuc. Par- 
hamentary manager Juergen Ructigers told WELT AM 
SONNTAG. “Those who block the implementation at this 
pownt will pay dearly for « mm the future.” 


Bundesrat Adopts 1993 Federal Budget 


LDISI213 1292 Berlin ADN in German 1237 GMT 
18 Dec 92 


[Excerpt] Bonn (ADN}—The Bundesrat approved the 
1993 federal budget im its second reading today. This 
ensures that the budgct act can now come into force. The 
budget presented by the Federal Government envisages 
spending of 435 6 bilhon German marks [DM] neat year 
and tax revenue of DM349.8 bilhon. Other income 
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totaling DM 32 § billion ss expected. The rate of increase 
compared with the current year 1s 2.5 percent. [passage 
omitted] 


East Laender Exports Decrease “Substantially” 
LD2212113392 Berlin ADN in German 0822 GMT 
22 Dec 92 


[Text] Hamburg (ADN}—According to a report by a 
Hamburg-based economic rescarch institute, the Ham- 
burg World Economix Archiwe [Hamburgische Welt 
Wirtschafts Arkhiv—HWWA), the level of castern 
German exports has again fallen substantially over the 
course of the year. During the summer months. exports 
were more than one fifth down on last year. The devel- 
opment 1s attributed in part to the two-year economic 
downturn abroad. However. this was further overshad- 
owed by sales problems in the CIS. Exports to this area 
fell again this year to only around a quarter of their 
former level. 


The HWWA does not cxpect castern German cxports to 
pick up during 1993. Improvement in the regson’s economic 
efficrency 1s sluggish. the institute said. The substantual 
appreciation of the German mark [DM]. plus a still-subdued 
economic climate abroad. are hindering the development of 
new sales markets in the west. Therefore. the increasing fall 
in eastern Germany's exports can only gradually be offset by 
growing western exports. 


Imports increased substantially in eastern Germany. 
However, over the first nine months of 1992 they were 
still down 20 percent on the same period last year. The 
HWWA considers that the eastern German demand for 
imports will continue to be met primarily im or via 
western Germany. Imports from western Germany are 
about 20 trmes higher than from abroad. 


The HWWA does not expect the level of western German 
exports to improve, either. Order books are now largely 
empty. so that export figures are taking the full brunt of the 
declining level of new orders. At best. exports are expected 
to umprove only slightly in 1993. primarily due to the 
lmating effect of a highly valued DM 


W. Laender Business Climate Deteriorates 
‘Considerably’ 

AU 2212083692 Duesseldorf HANDELSBLATT 
in German 21 Dec 92 p 8 


[“gw" report: “Unfavorable Assessment of Exports 
Raises Pessimism in the West”) 


[Text] Munich, 19-20 Dec—According to the latest eco- 
nomic development test of the Ifo economic research 
institute in Munich. in November the business climate in 
the processing industry in western Germany again dete- 
norated considerably 
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This apples both to the current business situation and to 
the prospects for the next six months, which are once 


unfavorable assessment of the export prospects. 


senge ae Tans Caeeaey Seceeay Stee Mees 


by Ifo reported on declining prices. This applies. 
all. to the producers in the sphere of basic mate- 
mals and producer goods. According to Ifo. a trend 
toward higher prices seems to be imminent, but 1 will be 


In contrast, the business climate in castern German 
industry slightly lightened in October after the darkening 
over the previous two months. However, no recovery can 
be seen in cxport business. The number of orders man- 
aged with difficulty to stay at the level of the previous 
month so that the orders on hand have again declined 
shghily. Production activities in the castern German 
industry have probably increased again. However. Ifo 
does not cxpect any change im the current speed of 
production in the future. The utilization of facilities has 
mereased from 63 percent to 66 percent. Industrial 
prices declined slightly once again. 


The retail! traders in the new laender are largely satisfied 
with business in October. turnover rose strongly. but 
still, st reached last year's level only narrowly with largely 
stable prices 


In western Germany the business situation detenorated 
both in the preproduct and investment goods branches. 
Export prospects continued to darken. Reports from 
chemical industry indicate problems with sales 


In machine building. Ifo sees a msing trend toward 
slowing the speed of production because the situation of 
orders has deternorated again. While production was 
kept at the level of the previous month, orders on hand 
im the investment goods sector of clectrical engineering 
largely declined below the normal level. The producers 
of industrial vehicles. whose stock of unsold vehicles has 
mecreased, are also moving backward 
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Construction Activities Still Lively 


In the consumer goods sector. Ifo still registers a satrs- 
factory employment situation. even though here. too 


increasingly complaining about probiems 
with sales. even though Ifo still assesses their business as 
good. However. all car companies cxpect a detenoration 
over the next six months. In the consumer goods sector 
business remained unsatisfactory The future develop- 
ment on the domestic market 1s beimg particularly 
assessed with greater skepticism. Despite declining 
reports about too few orders on hand. the production 
plans do not yet show any change for the better 


In the western German construction sector the clear 
deterioration of the business climate continued in 
November. However. Ifo says that construction activity 
1s still rather lively. Equipment remained utilized at an 
unchanged 65 percent. and the range of orders on hand 
continued to amount to 2.9 months. The mercase mm 
prices slowed down. In the castern German construction 
sector the expectations for the next half year have 
continued to deternorate slightly. even though construc- 
WON activities Continued to mse lightly well into October 
Equipment ts utilized better at 75 percent than last year's 
rate of 7! percent 
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AU 2112203492 Hambure BILD in German 21 Dec 92 
prei.2 


[Interview with Economics Minister Juergen Moclie- 
mann by Einar Koch. place and date not given “Scandal 
Involving Mocilemann. Mr. Mocliemann. Are You 
Gong to Resign Now”) 


[Text] Economics Minister Juergen Mociiemann 1s being 
talked about: The Free Democratic Party of Germany 
[FDP] politician 1s supposed to have abused his govern- 
ment office in order to support the business interests of 
a close relative The accusation 1s that Mocliemann used 
his official stationery im writing to the directors of 
various supermarket chains on behalf of a product 
supported by his cousin by marnage Hubert Appelhoft 
Mocliemann told BILD: “This was a mistake by one of 
my associates, which | regret and disapprove of A blank 
page with my signature, which | usually leave behind 
when | am away from Bonn. was used inappropratcly © 
Says Mocliemann’s cousin Appelhoff “Good relations 
are very important...“ 


[Koch] Mr. Minister, in Bonn there are rumors that you 
will resign soon 


[Mocliemann]} No, what nonsense’ First, | have not yet 
decided whether | will run for FDP chairman | wll 
make thes decision in April when the addendum to the 
budget and the solbdarnty pact has been decided on 
Second. | will continue my work as cconomics minister 
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wots) the end of the legislative penod im any case— 
regardless of whether | run for FDP chairman. The office 
of economics minister is an enormous challenge, one | 
want to master. 


[Koch! The list of cutbacks in Bonn caused 
cnorsicus excitement over the weekend. Will the soli- 
darity pact fail now” 


{Mocllemann} No one wants to implement the horror lst. 


[Koch] How much 1s possible at the 1993 wage negotia- 
tons” 


[Mocliemann] | appeal to the parties to the wage nego- 
tiations to agree on opening clauses, which leave ailing 
companies leeway to stay below the wage agreements. 
This 1s the only way to prevent even more jobs from 
being abolished. 


[Koch] Ex-Chancellor Schmidt has called on the politi- 
cians in Bonn to give up 10 percent of their salaries... 


[Moeliemann} First, all government members will not 
get a pay rane for the next two years—that is, salaries 
SS ee This never happened 


Bundestag because of the failures in economic and 
financial policy. He should continue to have his foolish 
remarks weighed in oe oo oe 


[Koch] Will the FDP agree to send armed Bundeswehr 
soldiers to Somaha? 


{[Moecliemann] The party will certainly have less diffi- 
culty in supporting the Bundeswehr relief mission in 
Somalia if the amendment to the Basic Law is put on its 
way beforehand This should be done immediately after 
the Christmas recess. 


ee Say ae ea 


93GE0110A Hamburg DER SPIEGEL in German Vol 
46 No 50. 7 Dec 92 pp 87-93 


[Unattnbuted article: “Sloppy Work—For Nine Months 
the Potsdam Legislature Has Been Investigating Man- 
fred Stoipe’s Stas: Contacts”) 


[Text] Manfred Stolpe cloquently avoided the truth 
before the investigative committee of the Brandenburg 


legislature 


In response to the question about his second written legal! 
examination. the Potsdam munister-president gave the 
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impression that there was no such thing Rather, the text 
before the commuttec, Stolpe asseried, was a kind of 


expert opinion: 


In 1962, the Evangelical Church assigned me to write a 
paper, dated 10 April 1962, signed by President 
Johannes, on behalf of the Evangelical Church in Ger- 
many. Office for the Member Churches in the GDR, on 
a work, “The Bases of the Relationship Between Church 
and State in the German Democratic Republic.” 


In a letter to the editor of FRANKFURTER ALLGE- 
MEINE. Stolpe expressly denied that « had been 
writien cxamunation: “Rather m involved a 1962 draft 
for the church leadership of the former GDR.” 


Stolpe’s version of the church expert opimon, which he 
presented in May. has long since been refuted. Docu- 
ments that Stolpe presented to the committee at the end 


Administrative Service of the Evangelical Church,” for 
which Stolpe had to make two attempts. 


involved with the GDR State Security Service and 
we athe By dh Bg Bag oe 
dential conversations with Western politicians. 


The matter of the second examination is a detail of 
secondary importance. it appears. But the dubious infor- 
mation that Stolpe is providing on his own behalf is 
piling up im such a way that even Stolpe’s sympathizers 
suspect that he has something to hide. 


It ss remarkable, for example, that Stolpe sometimes 
dates his secondary school graduation back to 1954. 
although he did not take his matriculation examination 
until a year after that in Greifswald. One tume he 
indicated the wrong school and the next the wrong place. 


Just “sloppy work.” as SPD [Social Democratic Party of 
Germany] Deputy Rembhart Zarneckow said to soothe 
the situation” Can a person simply forget such dates” 


And why did Stolpe stubbornly deny having prepared a 
“cleaned-up, reworked version” of his 1962 written 
cxamination” “A clear answer to a clear question,” he 
told CDU [Christian Democratic Umon] Deputy Man- 
fred Walther. “there 1s only this one version.” 


The documents before the committee. however. indicate 
that Stolpe had to touch up the work, which was fnendly 
to the regime. As Stolpe himself states im a note, 1 had 
first been “rejyected™ by the review board, “because 
was a political rather than a juridical analysis. ~ 


In a questionnaire for the FRANKFURTER ALLGE- 
MEINE magazine. Stolpe responded to the question of 
which mistakes he could most casily cxcuse “When 
honest peuple make a mistake and realize ” Mean- 
while. Stolpe has made many mistakes 








1959 through 1969 he had been “semor consistonal coun- 


the Ministry for State Security had ever offered him 


moncy. payment in kind. or personal advantages” by 
saying: “No such offers were ever made to me.~ 


Stoipe played down his response to the follow-up question 
(“But were there not such gifts as books and so on™”) “I 
would not view those as solemn gifts ” He then talked about 
hrs habst of passing gift books on to someone cise But he did 
not have one word to say about a present that hes Stas 
jex<GDR Ministry of State Security) interlocutor Kiaus 
Rossberg had bequeathed to him: an “Atlas of the Great 
Electors” valued at 4.500 marks 


Most of the committee members appear undisturbed by 
such moonsistencies. In an “imtermm report.” the com- 
mittee majority summarized what they belewed they 
had found up to that time. Accordingly. Stolpe’s Stas: 
contacts had been “on behalf of the church.” Precisely 
that. critecizes Guenther Nooke. chief of the Alhance 9) 
Group. must “still be looked imtoo” 


The intenmm report does mention. to be sure. that mm 1964 
Stolpe was registered by the Stas as an Unofficul 
Emplovee (IM) with the cower name “Secretary ~ But 1 
fails to mention documents regarding the ugnificance of 
the regrstration 


Thus there ss “operations book™ No 343! of Stas: officer 
Hans Buh! to which a “working file” was set 
up for the IM “Secretary © Such files for the collection of 
IM reports were only msued by the Stas: Marn Depart. 
ment XIl when an IM was successfully recrusted 


Such “bDiurnness” (Nooke) cxtends through the entire 


imtenm report The statement of the consistory presedent 
Hans-Martin Harder from Crerfveaid for caampie that 
he. just as other leading church people had been used as 


FBIS-WEL -92-246 
22 December 1992 


IM’s without hes knowledge was assessed by the com- 
mittee as a confirmation of a “practice that deviates 
from the guidelines.” 


The parhamentanans failed to check the credsbiisty of the 
witness: According to the files. Harder. whom Stolpe pre- 
sented as one of the eight people who supposedly knew 
about hes mmtensive Stas: contacts. actrwely worked for the 
Munustry for State Securnty as the IM “Dr. Wonzer™ and has 
now been suspended from hrs land church 


Nooke critscized the fact that the commutiee chairman 
Lothar Hisky (PDS) did not go along with a decision of 
the body to obtain information about Stolpe's supposed 
fellow participants. including Harder. from the agency of 
Joachim Gauck. administrator of the Stas: files. 


Since revealing his Stas: contacts in DER SPIEGEL im 
January. Stolpe. with a good sense of immunent troubic. 
has been able to ward off any painful revelations 


After DER SPIEGEL confronted him with hes cover 
name “Secretary.” Stolpe sought to contact Joachim 
Wiegand. the former head of the Stas: church depar- 
ment. even before the article came out. The former secret 
agent promptly gave Stolpe a clean bill of health. saying 
that he was used only as a “mailbou™ for information 
from church circles—a version that has long since ceased 
to be tenable in accordance with the information from 
the Gauck agency on the IM “Secretary ~ 


Stoipe reacted similarly when rumors arose about a 
GDR medal of meri for the former churchman. Before 
SPIEGEL TV was able to present the Micke order from 
7? October 1978 mm honor of the IM “Secretary.” Stolpe 
showed the related award certificate signed by former 
Muonister Pressdent of the GDR Wilh Stoph to party 
frends and coalition partners 


Despite all the inconsistencies of its object of mnvestiga- 
en. the Stolpe commutiece remains loyal to Stolpe The 
deputies do not probe more deeply even when absurd- 
tees are Obvious—those from the SPD. PDS. and FDP 
[Free Democratic Party) do not want to and those from 
the CD im the opposition cannot because they lack the 
capability All of them together are secking to conclude 
the takong of testimony even before Christmas and to 
write a final report by February 1993 of possible. Only 
the civil mghts advocates from Alhance 9) still disturb 
the peace from time to time 


And the 6th publi takong of evidence on Tuesday of 
last week also fasled to bring any new insights First the 
witness. former Chancellor Heimut Schmidt lectured on 
the world political situation at the beginning of the 
1980's. Schmuedt lkewse dictated the length of the 
subsequent questioning He stil! has appormtments and 
“all of that has its lemits ~ 


Scheedt defended the fact that after a conversation m 
the Chancellor's Office m 198! Stolpe first isformed the 
Stas: and then the state sceretary for church affairs of 








Church files that Stolpe wanted to use to refute Stasi 

papers imcriminating him were no more valuable as 

evidence to Stas: documents. high church 

officials including the IM “Secretary” guided mmportant 
on 


behalf 
church papers 


Stoipe can quietly sit out the investigation of his Stas: 


The consultants gave up in frustration. Rahmer returned 
to hes positon m Hamm at the end of November 
Muclier-Enbergs has been working since last week im 
Gauck's agency in Berlin 


Article on Bremen SPD Mayor, Party Split Over 
Asylum 

VIGEOIO4B Frankfurt/Main FRANKFURTER 
4LLGEMEINE in German 4 Dec 92 p § 


[Article by Eckhart Kauntz) “Wedemerer's All-Hands 
Pitch mm Manecuver—Bremen SPD Tears Itself Apart”) 


[Text] Bremen. } Dec—Bremen 1s in rough seas but the 
captain. fully supported by his crew. stands steadfast at 
the heim An “all-hands maneuver” ordered by Mayor 
Wedemerer (SPD) [Social Democratic Party] safely 
guides the ship of state—radiantly glowing im the three 


before a crminal court. The Bremen SPD [Social Dem- 


the party's politecs turned to 


Twice withen a year and a half the party took advantage 
of the miayor's cautlrous Comments on asylum policy to 
advance its own image at his cxpense. Afier a compa- 
rable attempt by Wedemener in the summer of 199! had 


September the party unequivocally took msuc with its 
own head of the government. At the land party conven- 
tion, 156 of 167 delegates voted to stand behind Anicle 
16. Party Chairman Isola celebrated a victory 


The assumption was confirmed that defending Anicie 16 
would not only save heartfelt Social Democratic convic- 
tons but also benefit the party's image vis-a-vis the 
mayor. Party Chairman Isola. of all people. at the party's 
national convention strayed from the Bremen line and 
was the only one of the five Hanscatic delegates to follow 
the convention's majority im voting to temporary sus- 
pend Article 16. His cxplanation for the reversal of 
accepting the mayor's position. which he had previously 
opposed, must have grated shrilly on the cars of many of 
his Bremen party comrades. He made the following 
comments on the party convention's resolution “That 
was also what the mayor had proposed im the summer. 
but we did nol want to put it on the table mght away to 
avond having to make even more concessions ~ 


The realization of the 156 delegates to the party conven- 
tion of 19 September that their confirmation of Anucle 
16 was from the beginning viewed by party icaders 
simply as a disposable poker chip created much bad 
blood. “We have been pushed aside.” could be heard 
from leftssts in Bremen's SPD. Interior Ministry Coun- 
cillor Kauther, who 1s considered to be the architect of 
Wedemerer’s position on asylum and a rather nght-wing 
Social Democrat, accused Isola mn an open “Dear Horst” 
letter to have mancuvered the party to a certain positron 
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Poll Finds Decreasing Support for Rightist Parties 
AU 1912195592 Hamburg DIE WELT in German 19 
Dec 92 p 2 


the Polis opimon reserach institute (Munich). While in 
May !0 percent of those entitled to vote said they could 
imagine voting for one of the mght-wing parties such as 
the German People’s Umon (DVU) or the Republikaner. 


a party increased from 72 percent in May to 86 percent 
mm December 


JDL Said Planning To Kill FRG Neo-Nazis 


LD2012123892) Berlin ADN in German 0641 GMT 20 
Dec 92 


[Text] Hamburg (ADN)}—The Jewish Defense League 
[JDL], which 1s viewed in Israc! as an extreme nghi-wing 
organization, plans to send a special squad to Germany 
over the next few weeks to act against mght-wing extrem- 
1Sts, according to a report by the “Spiege! TV™ television 
magar7ine show. The goal was the murder of “five or six 
leading neo-Nazi.” i was sand im a report by the 
mayarine show prercicased on Sunday [20 December] 
“The 6 millon Jews murdered by the Nazis. and the 
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Bibic. grve us the mght to do a.” Baruch Ben Yuseef, the 
chairman of the organization. told the magazine show 


Second Charge Brought Against Erich Honecker 


LDI812154592 Hambure DP 4 on German 1429 GMT 
18 Dec 92 


[Text] Berlon (DPA}—The judiciary has brought a 
second charge against Ench Honecker. The former GDR 
head of state and party icader ms accused of enabling 
prominent SED [Communrt Party] members on the 
Wandlitz estate [Politburo location] to receive privileged 
supplies. the Berlin Regsonal Court confirmed im 
response to a2 DPA inquiry today. In 1988 and 1989 
alone. this supposedly resulted in ecomomax damage to 
the GDR cconomy amounting to around 15.5 milhon 
German marks [as received). 


Prosecutor Says Trial Must Continue 


2112210192 Berlin ADN in German 0920 GMT 21 
Dec 92 


{Text} Berlin (ADN)}—The public prosecutor's office 
today rejected an application by Honecker’s lawyers for 
the tnal of their chent at the Berlin Regoonal Court to be 
halted. At the beginning of the I ith day of the trai, 
Public Prosecutor Bernhard Jahntz said that the current 
state of health of the 80-year-old Honecker, who 
suffering from cancer. does not justify a separation of the 
tnal [from the main proceedings against several other 
ex-GDR leaders] or a discontinuation. The prognosis 1s 
not certain enough. the public prosecutor stressed. 
Cancer specialist Joerg Kurstacdter said mn hes report that 
there 1s an up to 60-percent probability that Honecker 
will not survive the fall of 1993 


Arms Stolen From Bundeswehr I erritorial 
Command 


402112112492 Hamburg DIE WELT in German 2! 
Dec 92 pi 


[DIE WELT news service report: “Raid on Bundeswehr 
Depot”) 


The cromunals, who spoke German without a foreign 
accent. overpowered and chained three guards. Then 
they entered the armory and stole 34 automatic nfles. 
seven machine guns. three bazookas. a Russian 

nikov, and an unknown number of guns. They did not 
take ammunition They stayed in the building for about 
45 minutes and then escaped im vehicles. The guards 
freed themscives and called the police. As soon as the 
raid was known. the whole arca was scaled off. Twenty 
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pohce officals Started mvestigauionms A countrvende 
search eas started for the perpetrators 


There are reportedly no barracks m the arca. and no 
soldeers are statvoned there Al the ume of the GDR. the 
staff busidings housed the supreme command of the 
National Peaopie's Army ground forces 


Article on Possible Merger of Berlin. Brandenburg 


VIGEOION Frankfurt/Main FRANAFURTER 
ALLGEMEINE o German 30 Now 92 p 17 


[Aructe by “enn” “Enthusasm for a Single Berim- 
Brandenburg Land Not U niversai—Entrepreneurs of 
Bo. Lacnder Urge a Raped Merger™) 

[Text] Potsdam. 29 Now—One Land in }iew For many. the 
Beriin-Brandenburg Trade Assomation’s slogan promising 
an wmmunent merger of the two laender = a polrical 
prophecy that will become seif-fulfilling For entrepreneurs. 
the regoon has long simce become a unified economn areca 
Business matcnals and logrstics management systems have 


relocating cursting ones. no one looks cachusively at the city 
or the surrounding arca any more About 150,000 com- 
muters from the castern part of the city and the surrounding 
countryside are emploved on the (West) Berlin labor 
market The governments of both laender are atiempting to 
come to terms with reality Jomt planning staffs and com- 
missions at all politcal lewels are to coordinate develop- 
ment 


Although cooperative efforts are slowly making progress. 
almost all of the 350 representatives from polvtics and 
industry who convened at the FRANKFURTER 
ALLGEMEINE ZEITUNG Information Services’ “Ber- 
lin-Brandenburg Economic Region” conference in 
Potsdam agreed: Only a unified land can create an 
optimal regulatory framework It was noted that as long 
a5 two legislatures and two governments—moreover a 
pote coalivon [Christian Democratic Umon (CDU) 
Social Democratic Party of Germany (SPD) in Berlin 
and a “Red-Green™ [SPD-Greens] coalition in Branden- 
burg—make the decisions. a policy cannot be 


ensured. The conference participants’ call to proceed 
now in transport and infrastructure planning matters as 
if there were only one land, s unrealistic: For the 
present. there are two Industnal Development C orpora- 
trons, two Regional Development Corporations, two 
Foresgn Trade Associations. and there are soon to be two 


guaranteed credit banks 
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tude towards umon than do the Berliners 


trying to protect hes vested mghts~ He therefore vs calling 
for the tig city benefits to be extended for another decade 
beyond 1995 since ome common land should not be worse 
off than two separate lacnder Berlin has already proven 
rtself willing to make sacrifices Fifty millon German marks 
which were “left over” mm Berlin from funds carmarted for 
the “Improvement of the Regional Econom Structure” 
yount land-Federal Government progect (GA) has been trans- 
ferred to Brandenburg 
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Article Assesses Clinton's Economic Semmit 
PM221 200209) Pares LE FIGARO om Freack 16 De 9? 
(Supplement ps 


[Jacqueline Grapin articie: “Ball Clonton on the Verge of 
a ‘New Leadersiup™ | 


[Text] Lethe Rock—By personally derecting the discus- 
sons of the American cconomx summyt convened at 
Little Rock. Ball Clinton gives the umpression of an 
active present competent m the sphere which he has 
made his pnonty—the economy As 1 to be capected mn 
ance Democrat Administration. prominent blacks, 
representatives of ethnic minorities. and women arc 
once again berg given a mayor vorce. Bul im most cases 
they are recognized cuperts representing mayor imstitu- 
ons kke investment funds. big universitics. mayor wel- 
fare groups. and enterprises 


‘Dvercoming Poverty 


lt may seem surprising to a European that a icfi-wing 
pressdent should only consult a trade umonrsi after 
Questsoning a cohort of employers and experts for several 
hours. The US. left would be positioned mainly “to the 
night of the center left” in France. Nonetheless, Bill 
Clinton's approach 1s fundamentally different from that 
of his predecessors 


Unhke the Republican pressdents who have preceded 
him. the new presedent 1s placing social questions. espe- 
cially education and healthcare. among his main con- 
cerns. It 1s true that one m five children im the Unined 
States § poor, and not only m the black districts. 
Recognizing that there 1s famine im Somaha does not 
excuse silence on the $ millon Amencan children who 
are going hungry “more in New York than those im 
Botswana” 


The imecrease mm mequality ower the last 12 years of 
Republican administration 1s flagrant Only the nchest 
20 percent have seen thei situation improve. the situa- 
tvon of the entire remaining population has deterorated 
But unhke many Democratic politicians. Bill Clinton 
takes care to refer constantly to cconomi rather than 
moral or political comssderations in order to ensure the 
cooperation of the financial powers 


His administration will take as its foundation the bril- 
hant seas of Robert Solow. winner of the Nobel Prize 
for economics, and will propose its mayor program for 
reviving contimurng education and school education—an 
merease in the standard of living can only come from an 
mcrease in productivity, which itsclf can only come from 
an increase im investment. and investments in human 
resources are three tomes more profitable than im any 
other sphere. As the managing director of Apple Com- 
puters sand “We must choose between high abilities and 
low wages.” National control of medical protection is 
also a priority 
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In thes respect. Ball Clonton rcaffirmed that “half of the 
merease om the Gcficut scheduled for the acai five years 
cor +s solely from the mcrease m bealth spending ~ 


The pressdent of Ford Motors capiained how the U nned 
States « spending dowbic what Japan and Germany 
spend for a private medical sysiem whoch icaves more 
than 30 milbon peopic uninsured and why its emterprise. 


which should reduce the deficet. “The current signs of 


a revival 
mental and energy policies. are hes favorite themes. 


ht seems clear that the assembly of the new president's 
Democratic frends. while deploring the low level of the 
dollar duc to several years of poor US. administration 
prefer this “cupedient solution” rather than seeing its 
value rise om the near future at the risk of 
exports and the recovery Thos ranses the problem of US 
“leadershup™ mm the world 


Several conclusions result from the discussion on over- 
seas issucs 


1. Ewrope 1s portrayed as a regron in the throes of a criss, 
not only because of developments in Ecstern Europe and 
the former Sovict L mon. and the resulting problems of 
security and wmmuigration. but also because of the EC 
crises as seen by prominent people lke Rudiger Dorn- 
bush. professor of economics at the Massachusetts Inst- 
tute of T . or Jeffrey Garten, profesor at 
Columtua University and a successful author 


A reduction in growth of even recession in the European 
countnes, growing unemployment. the joss of confidence 
m the move toward Community integration budget 
problerns for the development of the Mediterranean 
regrons. inability to coordinate the monctary system. and 
the weakening of the main European governments are all 
leading the analysts who surround Bill Clinton to warn 
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hum agarnst a European influence which would be poten- 
tually dangerous to hes affarrs. concluding that there 1s an 
“absence of leadership” whach they are suggesting be 
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protectionist barriers without pcopardizing their cipa, on. 


3. The greatest firmness 1s demanded by all to secure the 
opening up of foreign markets. The difficulty of negots- 
ating with Japan 1s constantly deplored. And Europe is 


trade is the first to insist on the fact that the 
United now exports one-fourth of what 1 pro- 
duces and owes | millon recently created jobs to the 


FRANCE 
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Prime Minister on Franc, GATT, Monetary 
Pi 2112155692 Parts LE MONDE in French 19 Dec 92 
p20 


[Unattributed report: “Mr. Beregovoy: “Condemning 
Any Devaluation Rationale™] 


ee eS ee Cae Se eas Ee 

daring his press conference at the Hotel 
Matignon [piime minister's office] on Thursday, 17 
December: 


Unemployment—“To ensure that unemployment is 
greatly reduced, it would take economic growth of more 
than 7 percent over many years. Who can believe that 
that 1s possible today” 

GATT—"“The Maastricht treaty will consecrate Europe's 


create reactions. In the GATT affair. 


PM2112115092 Paris LE FIGARO in French 16 Dec 92 
po 


[Interview with Bernard Pons, chairman of the Rally for 
the Republic, RPR. National Assembly Group, by 
Olivier Pognon, place and date not given] 
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[Text] [Pognon] Are you in favor of the *::mation of a 
cohabitation government if the opposition wins the 
coming parliamentary elections as all the indications 


suggest it will? 


[Pons] We intend to take part in an election campaign 
which will last three months, to make a number of 
proposals to improve France's situation. These proposals 
will be ratified by universal suffrage. And then. on the 
pretext that the president of the republic wishes to stay in 
office, would we say thal we cannot govern? 


In 1993, France will not be in the same situation as it was 
in 1986: At that time the situation was not very good; it 
iS NOW atrocious and worrying. The economic problems 
which we are encountering are having social conse- 
quences such that some sectors may seem to be on the 
brink of a social explosion. Therefore, immediately after 
parliamentary elections, a different policy must be 
implemented, in accordance with the wishes of the 
voters. 


[Pognon] How can you prevent the president from 
hampering its action, as he did between 1986 and 19887 


[Pons} Will the new government have the means and will 
it have time to carry through its policy. This 1s the 
question. With regard to time, even if the president of 
the republic stays until 1995, we will be looking ahead to 
the presidential election in 1993 with a president of the 
republic who is coming to the end of his second seven- 
year term. The government will therefore be faced with 
preparations for this presidential election. He will not be 
able to devote himself totally to the pure, strict, and 
effective implementation of its political plan. 


Will » have the means to do so? Of course, the Consti- 
tutiou gives the government considerable powers under 
article 20. The fact remains that the president of the 
republic chairs the council of ministers, appoints senior 
officials, and has the means of controlling government 
action, and even of opposing it, in some circumstances. 
We saw that between 1986 and 1988. 


In these circumstances, is it reasonable for us to run the 
risk of not being able to govern in an appropriate way” 
The seriousness of the situation does not enable us to 
sidestep the issue. 


[Pognon] However, you say that the new majority will 
not be able to refuse to govern... 


[Pons] That is why | think that we must publicly and 
clearly question the president of the republic. We must 
tell him: If the opposition wins the parliamentary ciec- 
tions by a large majority, if you want to remain in the 
Elysee, you have the constitutional nght to do so— 
politically, it 1s a different matter—but you do not have 
the right to oppose the implementation of the new policy 
which will have been announced and approved by un- 
versal suffrage. 


I am in favor of a clearly defined cohabitatioin. We must 
therefore ask the president of the republic to make a 


If he was to refuse to make a declaration of this type. 
immediately and in return, the new majority should say 
that « will not govern and that 1 will censure any 
government which is put forward by Francois Mitter- 
rand. 


[Pognon] How can we ensure that the whole new 
majority agrees on this method? 


[Pons] ! think that, to ensure the reality of this stance, it 
would be desirable for all the candidates who stand 
under the Rally for the Republic [RPR] or Union for 
French Democracy [UDF] banner and more especially 
under their joint banners, should make a solemn pledge: 
“I pledge on my honor to fully support the implementa- 
tion of the policy jointly drawn up by the RPR and UDF 
if it ts ratified by universal suffrage, and to censure any 
government appointed by Francois Mitterrand if he 
refuses to publicy state that he will not oppose the 
implementation of this policy either directly or indi- 
rectly.” 


Solemn Pledge 


[Pognen] Wiil the new majority be able to announce in 
advance what prime minister it intends to appoint” 


[Pons] This is not part of the Fifth Republic tradition. It 
is for the president to appoint a prospective prime 
minister. Mr. Mitterrand will do what he wishes. But, for 
us, it is not the choice of a man which is Most important. 
It is the choice of a policy, which will have been ratified 
by universal suffrage. Either the president of the republic 
agrees to make the declaration, and there will be no 
problem, whoever is chosen. Or he will not make such a 
declaration, and then—at least this is my personal feel- 


ing—we will have to oppose any government which 
wanted to act differently. 


[Pognon] Are you sure that the president will not be able 
to prevaricate by appointing a prime minister drawn 
from the new majority but who will be more malleable 
because he is pleased to be appointed” 


[Pons] The president of the republic will not be able to 
prevaricate if all the candidates give the pledge on their 
honor to which I referred. This pledge will not just relate 
to 4 program but also to a method of implementing that 
program. This means that it will be necessary for that 
program to be implemented by a prime minister who 1s 
not suspect. 


My feeling. knowing the president of the republic, 1s that 
he will not agree to give the pledge we will ask him to 
give. | therefore think that we will be obliged to engage in 
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a tral of strength and censure the governments 


om the people through new parliamentary 


in the book he has just publishe¢d-——France in Disarray— 


read article 20 of the Constitution in the nght way. If the 
president of the republic is supported by a parliamentary 
majority, it 1s he who inspires the government's policy. If 
that 1s not the case, it is the government which must 
freely implement the policy 1 deems just and necessary. 


* Edouard Balladur Calls For ‘Prudent Reform’ 


93ESO212A Paris L'EXPANSION in French 19 Nov-2 
Dec 92 pp 64-68 


[Interview with former Finance Minister Edouard Bal- 
ladur by Henn Gibter and Gerard Moatti; place and date 
not given: “Edouard Balladur: Recovery, But With 
Rigor”) 

[Text] The budget, privatizations, tax reform... The min- 
ister without portfolio has never severed his connections 
with his preferred issues. Today, he appears as a great 
theoretician of prudent reform 


Edouard Balladur 1s one of those politicians who, even in 
the opposition, always look as though they were pre- 
paring for the next cabinet meeting. A great authority on 
the economy during the two years of coexistence, he has 
never severed his connections with his preferred issues. 
The budget, privatizations, tax reform.... With regard to 
all these aspects of the situation imposed by the eco- 
nomic policy, he has incessantly demonstrated that the 
choices he made in 1986 have had nothing to do with 
those made by Pierre Beregovoy since 1988. This con- 
stantly revived and always carefully argued dialogue has 
afforded Jacques Chirac’s closest adviser a special status 
in his party. Even when he opposes [its policy line], 
Edouard Balladur lives with it. This is what the founders 
of the RPR [Rally for the Republic], Charlies Pasqua and 
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Philippe Seguin, criticize him for, but all the while being 
very careful to spare his person. While their common 
party is covering France with posters demanding 
“reform now,” the difference between the approach 
adopied by the minister and the one adopted by the two 
partisans of no to Maastricht is quite obvious. The latter 
are mding the new watchword to advocate a vigorous 
policy of recovery, with iittle regard for the imperatives 
of a strong franc and they want to revive the social fber 
of Gaullism without waiting for better times. The former 
has chosen the dispassionate form of a “Dictionary of 
Reform™ (Fayard). Neither a manifesto nor a program— 
the interested party insisted on emphasizing—but a 
discourse on method. The prime minister, who he has 
every likelihood of becoming after March 1993 provided 
that the elections are respected. should not be too 
inconvenienced by the promises made by Edouard Bal- 
ladur, today a the »retician of prudent reform. 


{L"EXPANSION] Reform has become your watchword. 
But reform is best introduced when the economy is 
prospering. Will the state of public finances and the 
economy permit the future government to really get 
things moving” 


[Balladur) Contrary to what | hear said everywhere, I 
assert that another policy 1s possible. It's absolutely 
wrong to say that the Socialist administrations have been 
pursuing the policy that we did starting with 1986. If this 
were the case, the accumulated budget deficits—and 
therefore the national debi—would amount to nearly 
200 billion francs [Fr] less than they do today. But in 
mid-1988 the Rocard-Beregovoy government chose what 
it referred to as “rehabilitation of public expenditure.” 
The result: The budget deficit has more than doubled, 
the debt has increased to nearly the same extent, and 
reductions im taxes have been three times less at an 
annual rate than those that we achieved. What do we 
have to do in 1993? First, a minibudget providing for a 
drop in expenditures of from Fri5 to Fr20 billion. This 
is entirely achievable. It won't be possible—at least not 
in the immediate future—to devote this drop to a 
reduction of the deficit, but to a policy of support for, or 
even of resurgence of economic activity. 


[L"EXPANSION] A return to Keynesian recovery poli- 
cies through public cxapenditure? 


[Baliadur} Not at all. As I see it, there are two kinds of 
budget deficits. The bad ones are the ones that are 
produced by cacessive expenditures—very hard io 
reduce afterward. This 1s what the Socialist administra- 
tions have done. On the other hand, during a slump a 
temporary deficit 1s acceptable to restart activity, 
through tax relief—either generally or to provide specific 
aid for some sectors. 


So, in 1993 lowering taxes will be the prnority. How’ The 
choice 1s ours: Start to reduce the number of income tax 
brackets by gradually bringing them down from the 
present 13 to four or five—which would afford the 
middie classes relief from this tax amounting to 7 or 8 
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billion and stimulate consumption. Start to transfer 
family allowance contributions paid by business firms to 
the national budget, which would enable them to raise 
direct wages. Review taxes on housing so as to encourage 
construction, as the National Tax Council has proposed, 
and lower taxes on rental income, taxes that have sharply 
risen since 1988. 


{[L"EXPANSION] Have you considered the fact that the 
1993 deficit may be greater than the predicted Fri65 
billion” 


[Balladur] I think that the actual deficit will be in the 
neighborhood of Fr230 billion in 1993. We're told that 
there was Fr70 billion in lost revenue in 1992 due to the 
slowdown in business activity. Now the 1993 budget is 
based on the assumption of a growth rate—perfectly 
unrealistic—of 2.6 percent—whereas the estimates of 
the economic institutes range from | to 1.5 percent. 
Moreover, even if we were to miraculously attain this 
growth rate of 2.6 percent, the deficit would be greater 
than the Fri65 bilhon predicted by the government 
because of the underestimation of expenditures and of 
the 1992 deficit. The 1992 and 1993 budgets, for which 
we are not responsible, will increase the national debt by 
Fr400 billion and therefore the cost of the debt by Fr40 
bilt.on a year. 


[L"EXPANSION] You say that we must prepare France 
for the worldwide recovery. But today we hear talk more 
of deflation, of plunging back into the recession. How do 
you feel about this? 


[Balladur] I've been worried about it for nearly two years 
now. I've been charged with being overly pessimistic. 
Sad to say. | was right. The international economy is far 
from having paid off its debts—whether we're talking 
about nations, companies, social systems, or individuals. 
Some people say that the solution to our problems 1s a 
budget deficit or a drop in interest rates. But look at the 
United States: a deficit equal to 5 percent of the GDP. or 
nearly twice as large as France's, short-term interest rates 
of from 3.5 to 4 percent, or less than half of the French 
rates, and a currency that has lost nearly 20 percent of its 
value in a few months time. And yet, the U.S. economy 
has not been revived! This definitely proves that the 
solution to our probiems 1s neither increasing the deficit. 
nor devaluation, nor artificially lowering interest rates. 
The latter will drop when the budget deficit. too great— 
one which national savings can no longer finance—1s 
reduced 


[L"EXPANSION] On your return to the government. 
you asked the opposition to conduct an audit of the 
economic situation that will inherit. What are you 
afraid of finding out that is not already known” 


[Balladur} The decisions made by the present govern- 
ment are going to produce consequences which the 
public must become aware of Examples’ First. the 
budget deficit: Aside from the loss of revenue due to 
overestimation of the growth rate for 1993. there are a 
number of tax measures that will be reducing revenue as 
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of 1994. The agreements reached by Durafour and 
Jospin on civil servants and teachers’ salaries will inflate 
expenditures until 1997 since nothing 1s provided to 
finance them. While some expenditures will be post- 
poned until after 1993, some revenues, on the contrary, 
will be taken into account as of next year. We aren't 
certain, for example, that the stock market will permit us 
to implement al] the privatizations that are planned. 
After all, let's not forget that, thanks to those artificial 
measures that consist of scraping the “bottoms of all the 
barrels,” the predicted deficit has been artificially eased. 


There are also the social benefit accounts: Their deficit 
already comes to 35 billion and no step has been taken to 
make it up. Social Security 1s currently operating on 
weekly advances from the Treasury’ 


Unemployment is another part of this audit. Everything 
1s being done today to conceal the real rate of unemploy- 
ment: Public enterprises, local communities. and hospi- 
tals are being urged to recruit people with fixed term 
six-month contracts that will just happen to expure in the 
spring of 1993. I can tell you that there will be a 
substantial and automatic rise in the number of job 
applicants during the second half of 1993. 


I hope that the team that will be in the driver's seat after 
March doesn't make any promises. We'll be able to 
commit ourselves to a program. to the means for imple- 
menting it. We're not sure of the results. 11 would be 
dangerous to deceive the French. We have to tell them 
the truth; it’s the only way of obtaining their support for 


[L"EXPANSION] What form will this audit take” 


[Balladur} It should be drawn up by a commussion 
composed of independent experts with a specific man- 
date. Moreover. the minibudget that we would submit 
for a vote should contain an initial assessment of the 
situation as carly as in the preamble 


[L"EXPANSION] You seem to have changed your 
thinking with regard to the utilization of privatization 
funds. In 1986 you set aside two-thirds of them to pay off 
the national debt. Today you're ready to use them to 
support economic activity. Has the Socialist example 
produced a contagious effect on you” 


{Balladur] It's true that my thinking has evolved in this 
arca—but this owes nothing to what you cal! the Socialist 
example. | stil! emsist that privatizations be really pop- 
ular. as | did in 1986: millhons of new stockholders. 
particularly company employees—that s not peanuts As 
for the utilization of these funds by the state. that would 
not involve allocating them for ordinary expenditures 
Creating a fund to guarantee the value of supplementary 
pensions or to finance public housing—these are actually 
long-term investments. What 1s abnormal 1s using this 
money to finance current cxpenditures. as the Socialist 
government 1s doing with its employment plan 
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{[L"EXPANSION] And have you also evolved as con- 
cerns the method? 


[Balladur] Everyone in the end acknowledges that our 
Stable nuclei system was an excellent one. The Socialssts 
even criticize me for nothaving set up bigger ones. What 
have to be modified are the ways and means for selecting 
these stable nucle: This would no longer be handied by 
the minister of economy, but by the privatization com- 
mission. The result would scarcely be different. but at 
least the minister who would have to manage this affair 
would be spared accusations of bad faith. 


{[L"EXPANSION] Up to what point are you prepared to 
expand the scope of privatization” 


[Balladur] We've only privatized hai! of the enterprises 
entered on the list that we drew up in 1986. And thus Inst 
may now be extended to include ali the public enter- 
prises of the competitive sector. The total might repre- 
sent over Fr200 billion. But I'm also trying to famiharize 
myself with the way they are proceeding in other coun- 
tnes, particularly Germany. Spain. or Italy. In thes area 
one must reject any dogmatism. 


{L"EXPANSION] What. for yeu are the priority 
reforms” 


{Balladur] In the immediate future we might implement 
those reforms on which there 1s a certain consensus or 
which are not too costly: We might start to implement 
the plan to increase direct wages by transferring family 
allowance expenditures if the budget situation leaves us 
a sufficient margin. apprenticeship reform. privatiza- 
tions, of course, justice reform—we're the only country 
m which this institution is as mvolved in political 
debate—and the strengthening of security 


In the longer run we ought to tackle basic reforms in 
three areas obligatory deductions [from wages}, which 
will have to be substantially reduced to restore dyna- 
mism to the economy. education. to get local commun:- 
tres. COMpanies, and parents more involved in it. and 
lastly. the way the Social Security Agency 1s run. so that 
management and labor play a bigger role in 1t—which 
presupposes prior rehabilitation of accounts 


[L"EXPANSION] To pursue reform, you want to make 
use of the referendum. Do you really think that often 
compiles measures can be summed up in a simpic ques- 
tton” To which reforms could this procedure be applied” 


{Balladur} | wouldn't draw up an a prion lst. But if the 
French were to be consulted about the reform of the 
apprenticeship system, explaining to them how it could 
cul unemployment among young peopiec in half, I'm sure 
that they would agree to 1. We mustn't underestimate 
people's profound change of mind these past few years 
As for education, for example. evervone—teachers. 
umons. the National Education Administration. local 
communities. companies—has come to realize that a 
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system thal produces an unemployment rate of 20 per- 
cent among workers under 25 years of age ought to be 
reformed. 


[L"EXPANSION] Is there a reform in the social welfare 
sector that has a higher pnorty than others” 


[Balladur} Pensions. The Sociaisst administrations have 
been well aware of this. They ve produced numerous 
reports that prove that the situation 1s dangerous and yet 
they ve done nothing We cannoi go on iske this with the 
pension system deficit growing by Fri0 billion a year. 
The distribution system must be maintained as a basis. 
but we must at he same time provide for the constitution 
of a complement—thanks particularly to the increase in 
direct wages—that would cnav‘e wage-carners to freely 
decide whether they want to save more through capztal- 
ization 


[L'EXPANSION] How could they be encouraged to do 
so” 


[Balladur] In two ways. First, through tax breaks. There's 
nothing to prevent us from contemplating a sliding scale 
system that would benefit wage-carners with moderate 
mcomes in particular A company would have to be abic 
to come up with a number of savings plans for its 
employees in return. here too. for a tax break. Moreover. 
as | told you, I've proposed the creation of a pension 
guarantee fund through capitalization. financed with 
some of the funds obtained from prnvatizations. If i 1s 
well managed. this fund will produce interest income 
which they will then be able to reallocate to the National 
Dett Amortization Fund. 


[L"EXPANSION] How are you gomg to convince the 
French. who are disenchanted with politics. that your 
insistence on reform goes beyond eleciton tactics” 


[Balladur] My book 1s not a political program. It's an 
analysis of what our society 1s and of the reforms of 
institutions that have to be umpiemented to adapt i to 
the world of today—tt will take several years to do this. 
I'm obsessed with the danger that our country will 
marginalized and go into decline | would like for us to 
find a model of development for the century that 1s about 
to begin. This goes far beyond the outlook for the next 
government 


* Poll on Current Issues, Political Institutions 


GIESOIIOA Paris LE MONDE in French 19 Now 92 p 
13 


[Unattributed article “Majority of Frenchmen Think 
Democracy Doing Poorly But Institutrons Are Func- 
tioning Weill™] 


[Excerpts] Following are results from a survey conducted 
by SOFRES [French Opinion Polling Company] for LE 
MONDE. LA MARCHE DU SIECLE. and France-inter: 
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Next year the Constitution of the Fifth Republic will celebrate its 3Sth anniversary. If you had to pass jedgment on the 
functioning of F rance's instittions over almest the last 3S years. would you say they have functioned very weil. fairty well. 
not very well, or not well at all? (in percentages) 




















Sepecmber 1978! Sepermnber 1983* Newember 1992 
Very cll 6 6 . 
Faurty wel $0 $1 $7 
Not very ect 21 22 
Not wcll at all ® 5 4 
No openon 17 is 7 














| Survey conducted by Antenne )/SOFRES 
2 Survey conducted by FIGARONSOFPRES 











On the question of duration of the president's term of office. what seems to you the best formula’ (in percentages) 
AP Freachmes Left Symgethizern Right Sympethizerns 

7S 3 "8 

12 13 13 

11 13 | 








S-vear term renewatie once 
“-vear ler™ not renewatic 








)-year term. renewable as at 
presen: 


No oprmon 











2 1 ’ 









































—— Gamage cane - 


Are you personally favorable or opposed to the following provisions of the Constitution” (in percentages) 















































a vote of deputies uniess a motion of cen. 
sure «6 sustamned (Articie 49 3) 


b everabte ( ppaere Ne (pace 

Opponunity for referendum e 6 } 
Pressdential election by universal suffrage 8 ? ‘ 
Power of ( onstitutvonal ( ownc:! to anny! | 72 ia 14 
laws it deems unconstitutional i 
Power of National Assembly to bring down | 71 is i 
the government 
Right of prewdent to name pome minister 69 24 7 
of hes chosoe 
Right of pressdent to dissolve National 9 | w i 
Asser» 
Arucie |6 gving pressdent emergency S4 hl 9 
poern dunng times of crvsrs 
Natonal Assembly + power to overnde | aa | Ww 26 
Senaic i 4 
Government § power to enact a lee eithow! | 28 | sé is 

| 

| 
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Some people are proposing that France move toward a true presidential system. The post of prime minister would be 
abolished. the president would govern by himseif. and Parliament's powers would be increased. W ould you personally 
tend to favor or oppose a change of this type’ (in percentages) 

T All Freachmes | Le® Sympethuern | Right Sy mpethurn 


— 7 7 


Someehal ta. orabic 5 | 19 2 
— > 


, 
Somee fal opposed 67 | =) n 
No apimon | 10 | ? | I] 


If the opposinon wins the spcoming legislative elections. would you say cohabitation is desirable. inevitable. or absolutely 















































to be avoided” (in percentages) 
_ i All Freechmes | Left Sympethuers Bagh! Svmpethuern 
Liesiraie | pr | 33 1 23 
Ines rtabie T w I on) 4 
AMsolute!) to be avonded T i0 | 7 T 5 
For the designation of candidates in the presidential ciections, do you think that...’ (in percentages) 
— | All Freechames | Left Sympethusers Right Sympachizers 
ht would be desirable foreach $0 | 0 “T 0 
polrtacal camp to hold open “prn- 
manes as om the Uneed States” 








—+ 


Its wp to the polvtcal partes to a $i ih 
choose of suppor the cand:dates 
of thew chose a6 «6 presently the 


we 








— —_—_— -_____ > 


No opimon 10 9 








In case of a new cohabitation period in 1993, should Vir. Mitterrand or the rightist prime minister be responsible for the 




















following areas’ (in percentage) 
Mr Mitterrand Rightrs Prime Miarster Ne tpemee 
Econom« policy | ~ | $4) | 0 
— - + ea 
Foreign poly a” 1) Zi 
~ _ —_———__— > -— $$$ 
National defense dec rors 60 22 is 
-~— - -_- — a —> ee —~-> -— —————---- -—----- -_—— 
Naming of top administration 32 ae a 


offioals opretects ambassador 
high-leve! ministry officials 





* Article on Business Funding of Political Parties refused to deprive themselves of a system from which the 
VIE 02134 Parts L EXPANSION in French head of state himself has profited all hrs life 


19 Now? Dec 92 SAW 
we Oe vp This situation 1s not unique to France. In the Anglo- 


Saxon countnes the contnbution of the members of the 


le b - ai economic community 1s significant. indeed decisive. In 
Aructe By Merve Bentegest: “Susinewes and Pelitics Great Britain the bulk of the Conservative Party's 


= Play H - 
Parties Play Hide and Seek” ] funding comes from private business. while the labor 
[Text] Francow Mitterrand wanted to prevent business umons fund 70 percent of the Labor Party's budget. In 


funding of politics: The deputies turned him down. Not all the United States. the Political Action Commuittees— 
of their reasons are dishonorable formed by private businesses and the umons—are the 

principal sources of funding for the ciection campaigns 
In his effort to prevent business financing of political = In Germany as well. private businesses are mayor sources 


parties—which has been legal since | 990—the president of of political funding 

the Republic was fighting a losing battle from the sian. for 

the fact +s that at least half of the funding of French politics If thes type of support were banned. substitute financing 
comes from the business community The members of would have to be found Milrtancy brings in less and less 
Parliament—including the Sociairsts—have accordingly money and 1s an irreguiar source. whereas public funding 
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has increased sharply Public funding for political parues == compamies have hundreds of sudidianecs and through them 
has almost tripled during the past three years and will = are able to donate as much as they wish For some of them 
reach 290 milhon francs [Fr] next year. .gov- _— thrs posssbility translates imto tens of milhons of francs In 


eegerit 
ot 
uth 
ABUT 
Ane 

3 re : 
1HBi 
epecher 
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unlike many of his colleagues who “spread it 
lavishly. he gives selectively 


donation by a legal entity Hypocriticaily 1 does not recog- 
mize the concept of the growp The fact m that the biggest 


addition. the law says thal business contributions may not 
exceed 25 percent of a party's budget. and reserves them for 
the natonal party organizations. Most of the party trca- 
surers acknowledge thal without contro! of the budgets of 
the federations. these measures undoutted!s tend to achieve 
a greater degree of openness. It 1 also 2 way for the Dg 
parties 10 protect themselves Thrs 1 because ther support 
bases and their renown open up other sources of funding to 
them—public subsidies. contributions from their numerous 
supporters. more or jess forma! sufsidics from the local 
organizations thes control—sources to wach the smaiicr 
organizations have very littic or no access. whether it be the 

is. the foundations of celebrities ([former Finance 
Minister Edouard) Balladur {former Prime Minister Ras- 
mond] Barre. [former Intermor Minister Charies| Pasqua. 
[Deputy Philippe} Seguin. [former Prime Minister Miche!) 
Rocard. (EC Commussion Presadent Jacques) Delors. etc } 
or the “macromovements” (such as J arme Brest [! Lowe 
Brest} and Moselle debout [Moselle Stands Tall!) created by 
local elected officials for the sole purpose of ensuring ther 
own financial independence 


It ss true that the public largesse will no longer be 
reserved for the parties that have members of parliament 
(half of 11 will be disbursed in proportion to the number 
of votes received) Nonctheiess on the pretext of 
improving political morality the traditional! parties have 
attempted to restrict the development of new move- 
ments capabic of causing a recomposition of the political 
landscape of which they would be the first victoms 


For the legislatiwe campaigns. the average ceiling on 

(Fr 350.000 per candidate) enough” It undout- 
edly for an incumbent deputy «ho 1s wcll estad- 
lished mm hes home destrct RPR Treasure, Jacques 
Boyon insists that hes last campaign in Ain in | 9RS cost 
him less than Fr200.000 Jacques Hyest. hes counterpart 
im the CDS [Social Democratic ( enter), who was clected 
from Seme-<t-Marne docs not capect to spend more 
than Fr2$0.000 next year But for a newcomer who must 
make himscif known in an urban distr! through mass 
mailings. Mectings. posters. and travel. «os a tighter 
squeeze The lower the ceiling. the greater the advantage 
to the incumbent Moreover a legal entity may not by 
itself fund more than |') percent of a campagn Very 
well but nothing prevents a candidate from soliciting 
funds from ten diffcerent companncs “In fact” the 
National ( ommrssion on ( ampangn Accounts and Poli. 
cal Financing cstimates. “more than half of such 
cipenses are borne hy business 


The Genuine | alse [onmatrons 


The second type of support given Py husness 6 the 
tuthe-type of donatron that 1 more or lews forced Thes 
racket [preceding word in English) cxrsts basically at 
the local level and decentralization has merely made 
nt worse These “donations can take varous forms 
Some are perfectly authentn and iegal such as a 
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check made owt to the finance organization of the 
local majportty party shorth after a bed 1s submitted 
for a publec contract: Others take forms that are more 
subtic. and thes ms where onc must speak of secret 
funding and sometimes of cosruption the purchase of 
pages of adverineng im a focal newspaper (al an 
cxorbitant rate that 1s sometimes almost that charged 
by national publications). the free use of billboards. or 
the commrsssoning of studies from research mstriutes 
that are associated with certam politcal parties 


The Soceaiest Party [PS)—etoch m the Urbe affair eas 
guilty premarls of an cxcess of scrupics Dy centralizing this 
type of acters ity —ts obs sousls not the only parts to partake 
of thes kond of nowrsshment There 1s the case. for example 
of a larec pea group thal “as preparing to move some 
umportant industria! installations trom Malakoff The dec- 
won had heen made pul to avon social repercussons and 
gct the muna ipalets to swallow the pill a studs regarding a 
hy pothiet nai —very Ny pothetx ai—return of the mnstailatons 
to the city #as reportedly commumoned from a technical 
Msiilulc asea iated ith the polstical majority on the muna- 
ipality (Mher procedures are downnght brutal For 
crampic there «as the offecial of a major party who showed 
up during the Munn pal cleclhon Campangn at Auinay at the 
parcamentary .andsdate + local headquarters. obtamned the 
lest of the Munncopsl governments supphers. and called 
them up one hy one to mmform them that “someone” would 
stop during the day and that the envelope had better be 
read. A retusa! would mean risking excluson from muni- 
pal Ccomtracts for a jong lume 


More Openness, Bet... 


Will the antcorruption provisons of the law whech arm al 
maaing ceria activitecs More ethxal—-real cvaic publi 
conmcevions mdd ng on pula contracts advertising. and 
mmMet ~an plans ng all of whech have heen accused 
viecal frnanceng and encouraging 
' publn ftunds—te sufficrent to 
os” The absence. from thes lest. of a 
mmediate!s apparent namely the Dig 
ahoch overvene knows are accompanied 

hs ‘pee? ral Ticsalls ach now ledgeed Py Interna! 
Reveny g cater degree of openness provided under 
\ Drancworth: of course. but 1s 1 effec- 


of imve ™ 


+h : - 


"hea fr urt 


ine pimon of Mochel-Edouard Leclerc. for 
chLampic (Ph: oe® departmental commemon on commercial 
oneirwction—efach  cmpoerred to rule on requests for 


are areas tor devclopment—erll be a “colle- 
son of prommenent ondnieduals” who ell suppress neither 
the rackets [precedong #ord pubieshed in English) nor the 
The advertesong caccutewe Prerre ( allegan. pres- 

gar)-Berville agency feheves that the 
sewing agency commissions (although 
oi prevent sechhacks hetwcen advertisers 
ux of these funds for potrtocal 


PCNING us 
cy ‘rr shown 
cr ' ita 


amended: « 


ard Lay ™ ators ar q Ae 


Pulte rcs 
What Nes resulted therefore appears to be a compromise 
aithowg?h [hc pracepte of opennces has undematly gained 


ground lt thes are not t 


he profited buwnews donations 
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| Funding of Parties Money given by business enterprises 
may not represent more than 2S percent of the budget of a 
political party These donations must be paid exclusively to 
the national party organizations not to the local orgamiza- 
vonms Heretofore kept .unfidential the donations must be 
declared to the Natioral Commisson on Campaign 
Accounts and Political Financng The pubhcity to Be given 
the donations will be covered in a decree 


2 The cetling on capenses Dy candidates in legrslative 
clections has been lowered to Fr>S0.00) plus Fri per 
rewdent (the districts conmtam an average of of 110.000 
reudents cach). for an average ceiling of FriSO.000 As 
previously a business may not by stscif fund more than 10 
percent of the cupenses The donations «ill be made pulylic 


3 Anticorruption Measures An interministeral service 
for the prevention of corruption 1s created. but « wll 
have no powers of restraint of coercion In matters of 
commercial urban planning. the deparimenta! commrs- 
woms on commercial construction will he empowered to 
authorize the opening of large arcas for development 
The tacit renewal of contracts for the prov mon of publi 
services 1s prohibited and replaced by a regular proce- 
dure of adverteung for tids Agency commissons for 
political advertrsing are fortdden bul the advertrsing 
medium may grant an official rehate to the adverteser for 
remuneration of the intermediary 
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Tadte | Budgets of Pracipa! Parnes \( otumas 44 are cstumates for 199) in milboms of francy columas <9 are temiced 
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[Notes for Above | abie/ 


In most cases these budgets arc thow of the central 
headquarters of the parties and therefore do not include 
the accounts of the jaca! party structures and satetivec 


organizations 


The figures for membership should be vicwed eth caution 
for the destunction betecen tof ortcr active member 
enrolied memicr and pand-up meme: is often Murred 


The smail number of permancai staff 1s perhaps surprising 
Despite ther putix comments however cena political 
parties Go not far! to wee the services of personne! who are 
pard by the local organizations that they contro! 


The capenses of the parties acer hasecally for advertnung 
communications and salanes 


|. PS [Soceaiest Party) The Socusiest Party has been leweng 
eell Thanks to its many members of Parhament. « recerves 
more than one-third of thc putin funds—a echome ayers. 
tance to compensate for the rhe afflar ehach com the 
party Fr40 milhom Beware of the neu! legndature he weer’ 
“We are goung to have to reduce owr standard of lwing” PS 
Treasurer Poerre Moscovic: predicts 


2 RPR [Rally for the Republic) An effective marketing 
[preceding word published in English) campaign 
directed toward private indisiduals caplains the size of 
the donations it receives Business 1s apparent!) no more 
gencrous towerd the RPR than toward the PS or PR 
although the party recent!) created departmental asex- 
atroms that can recerve donations RPR Treasurer 
Jacques Boyon reponedl, wanted business Contributions 
to equal the funds received from the government but the 
Sapin Law docs not permit thn 


3 PC (Communnt Party) For a party that represents no 
more than | percent of the clectorate the PC remains a 
wealthy party Traditionally opposed to business funding 
of political parties it 1s now putting pragmatism before 
dogmatism (as in the case of public funding which it had 


metsally refused! We are mmteresied in financial contr. 
butrons from bussness.” saws PC Treasurer Peerre Sotura 
“and ec shall henceforth soln them 


4 PR (Republican Party) “! do not we what perpow a 
served Dy puttong a cetleng on Duwsness donations savs PR 
Treasurer JP Thomas That «= understandsbic for the 
Reputdscan Pav) «s the party mos favored financially by 
business efhow donations represent one-third of the party s 
budget These days the iciephone dors not stop maging 


$5. FN [National Front) “Buseness funding of the pols. 
wal partecs” It docs not comcern us nsests Jean-Prerre 
Reveau the party s admenrstrative and financial! secre- 
tary With only one member of Pariament the Natronal 
Fromt can hardly count om publx funding There remain 
the membership ducs and the donations from privatc 
mdiveduals. which are often substantial wm the case of 
movements “that have a strong message ~ The party's 
treasurer «i (© Bacckero 


6 CDS [Secuwl Democrat Center| From a strctly 
financial standpomnt. thes party of famous persom 
meoivent. eith a de of Fr) muthon The purchase of 
its headquarters (on Rue de [U miverwic) the holdeng of 
two Capensive party congresses and the marntcnance of 
a superabundant siafl (about 4) individuals § subwe- 
quently reduced by half) do not come cheap To make 
matiers wore the centrist senators have created thei 
own political organization etech receives the govern. 
ment funding and pasecs only a small part of of on to its 
parent ovrgatization The party's treasurers J -) Mest 


>. 


Coreems “We receive not a wngie centeme from buw- 
news soomeests Greens Treaserer Gerard Geastecr. who 
admits however that some busnesecs wsmpaethizers do 
grant the Crreens special rates Al present the movement 
survives mainly on memhership ducs and on hump-sum 
rombursements from the government efich following 
the presedentia! and European campaigns proved to be 
greater than the party + actual capenses 


& Ecotagy Generavon (GE! The frends of Bree Lalonde 
are crowded imto an apartment! that has heen made ay arlatic 








of the recent | § election campaign 1s estimated at $ $00 
millon (Fr? 6 tillon) 


Lastly thes overall cost s comparable to the annual adver. 
tesemg capenses contracted hy the two French automobile 
manufacturers (PSA [Peugeot Corporation| and Renault) 





Table 3 Funding of the Parties (exctusive of 
in percentages of estimated funding for 199) of Fr700 




















Table 4. Funding of the Legisiative ( ampaigns (in per- 
centages of estimated funding of betecen + S00 millon 
and trl billben) 
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Attali Seeks To Revitalize Air France 
OIE SOLlI14 Parcs L EXPANSION om French 
10 

Now.) Dec 92 pp 102.104 


[Imtervecw with Aur France Presedent Bernard Atial: by 
Gilles Le Gendre. place and date not given “Stop the 
Suede" )] 


FRANCE 3 


[Text] To curtad a defictt amounting to 3 bullion French 
francs [Fr]. Atta: has deaded on a “plan to restore 
equilibrium 45 elections approach some heads of public 
sector enterprises are scurrying for cover Others are 
paying cour! to the expected sinners And then there are 
some who have Gecided not to wait lor March 1993 but to 
demonstraie thei worth now by mowng into action 
Bernard Atial: is one of the latter It's pust the way he us 
But most of all. he has no chowe In 1992. his group will 
post record losses Fr3 tullion To stop the hemorrhage 
this graduate of the elite ENA [National Management 
School) decided to accelerate personnel cuthacks trig- 
gering the strike that broke out on 23 Nowember He uw 
(cauniously) attacking corporalist attitudes within the 
organization. while trying to avoid being dragged down hy 
the weight of dir France: heavy dett burden 


[Le Gendre] Aw France 1s once agar om criss. Why” 


[Attal:] All international companies are having a drsas- 
trous year. Alas. we have not been spared. The deicrno- 
ration im the cconoma climate 1s traffic 
volume. In the first nine months of 1992, Aw France 
passenger traffic was up !2) percent over the same 
pernod of 1991. when we were in the muadst of the Gulf 
war. Compared to 1990. however. growth nas been flat 
W oridwide. there 1s spectacular overcapacity in air trans- 
port. Just think: Al present. there are more than | 000 
crvehan arrcraft sstteng out of service om hangars or in the 
Anzona desert. This sstuation icads to cxacerbated com- 
petition on fares and a substantial decline im unit rev- 
enue Uni revenue for Aw France dropped 6 6 percent 
on the passenger side and 7 5 percent on the cargo side mm 
the first months of 1992 


[Le Gendre] Britesh Arrways 1s prospering and making 
more and more acgqursitions. such as its recent takeover 
of Danair How do you cxplain thes Engirsh muracie” 


[Attah] There ss no muracte. Yes. Brotesh Airways has 
made great progress. First of all. the mergers of English 
arlenes began carler than they did om France British 
Airways 1s the result of two successive mergers | would 


equal to |? percent of grows wages. In France. «ts 37 
percent If we had the Briwsh system. Ao France's 
overhead alone would be reduced by Fr? billion For the 


: 
f 
: 
; 


American companies serve the London-New Y ork route 
compared to five serving the Parts-New York route 
which has only one-third the traffic volume 


[Le Gendre| And what about the Britesh Arrways acqur- 
sitron of a capital stake om the French company TAT” 


[Attah) At the time when the Aw France-1' TA-Asr Inter 
lnk-up was forged. the Brussels Cormmrsson ic Leon 
Brittan. forced us to withdraw from TAT [ Transregiona! 











ot FRANCE 


Aw Transportation) ostensibly to avoid excessive con- 
centration and t© promote compciition from small 
French compames Then we ome to find that TA 
been bough! out by Britrsh Airways. We woll fight thes. 
our English competitors imagine they are going 
abie to knock about with umpunity im the French market. 


am in favor of competition. But deregulation should not 


tection 1s unethical since it frees them of the obligation 
to pay their social overhead costs of remmburse their 
creditors while 1 allows them to engage im aggressive 
offensives. This competition 1s unfair 


[Le Gendre] So you are opposed to the “open skies” 
policy advocated by the Amencan administration” 


Attah] The United States would have us dbelreve it rs in 
‘s mterest to accept a total opening of the skies 

We must beware of this pax amerncana. Al present. a 

benefits only the Amencans 


[Le Gendre] You are quite alone im that opimon. British 
Airways, KLM. and Lufthansa are presently negotiatong 
alhances with Amencan compatics. while Air France 
has agreements only with Sabena and the Czech com- 
pany CSA 


[Attah) Arr France 1s berng courted aggressively Most of 
the American carners have come to see us We want to 
satisfy ourselves of their good imtentions That sand. 
there 15 no taboo The air transport sector mm the Unned 
States 1s going through a pernod of dramatic change. and 
there will surcly be opportunities. Then. too. we have 
just concluded a strategexc allance with Aw Canada. 
which itself on the pot of jommng with Canadian 
Aurlines and which has alled itself with United Airlines 


{Le Gendre] You condemn the proe war But you are 
Participating in it along with the others 


[Attah] We are constrained to follow sunt When chents 
make the rounds of travel agencies and compare prices. 
there 5 90 other chowe Bul the carners must return to 
reason. Cntherwise. collective surcode will be the meve- 
table result if fares are cut below cost Fortunately. price 
i Not the only critenon Consumers attach importance 
to quality of service And Aor France has opted not to cut 
corners at the cupense of quality 


[Le Gendre] Just what «= your “plan to restore equilib 
num" 


1991 and 1993. 5.000 jobs wall have been climinated. In 
addition 10 Ow? COsi-<culling measures. we are marketing 
more aggressively. notably with our frequent traveler 
program. Frequence Plus. to wmcrease our revenue 


[Le Gendre] What's your assessment of the instial results 


profits of Aur France. Aw Inter. and UTA m the 1980s 


[Le Gendre}] Don't you regret having pard too much for 
UTA on the eve of a serous recession in the ai transport 
industry” 


[Attah] We pard a fair price for UTA. Measured against 
the stock cachange price at the terme. we paid a 46 percent 
premium to acquire control That 1s close to the average 
premium paid in the 1) acqursitions that took place on 
the Paris stock exchange in the previous two years The 
Lyonnarse des Eaus-Dumez acquisition. for crampic 
was consummated at about the same time at the same 
46 percent premium Did you know thai the bonus 
which Britesh Airways 1s gorng to pay for the purchase of 
US Au « much higher” 


[Le Gendre] Do the substetutvon of Aur France for SNCF 
[French National Railroad ( ompany) as a sharcholder in 
Aut Imer and the SNCF's acqurssteon of an interest om Aor 
France portend the future assemolation of Air Inter” 
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{Attah} There ts no question of that li 1s only a financial 
move, clanifyeng the links between Au Inter and us 
principal competitor while permitting Aur France to 
mcrease 15 CQuity Caprtal 


[Le Gendre] Can you do without the state as a share- 
holder” 


[Atah] Thanks to augmentavons of cyusty capstal and 
quasi<ouity capetal. whch amount to FrS bellon. our 


carmengs pecture ss comparabiec to that of the sector as a 
whole. and we have sothing to be ashamed of. vis-a-¥15 our 
competstiors. Aw France mast be successful on sts own 


[Le Gendre}] Do you hope other sharchoiders will come 
im. under the privatization procedures” 


[Attah) If we are goung to attract new sharcholdcrs, we 
will have to emprove our profitability 


{Le Gendre] Will you coatunuc to be pressdent of Ai 
France after the clections” 


{Attah) | sewer ask myself that question. The bead of a 


company must manage hrs enterprise as if he were gorng 
to be there forever. That «6 what I do sometemes when | 


take painful steps But in leading a group lke this one. 
it's not as of 40 different polices are possibic 


[Le Gendre] Have you talked about the future of Aw 
France with opposition leaders” 


{Attah| | won't answer that onc 





( omsolidated Accounts of Air France Group’ 
(on bios of | ‘one ~~ 199) 
francs) 
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Report Says Nectear Industry ‘in Decline’ 

VIE SOI A Parts LIBERATION om French 30 New ¥ 
pe 10-31 

[Arincle by Syiwarne Villeneuve “French Nuclear 
Industry Gets the Blues”) 


[Excerpts] [passage ovnetted] Fifty vears [after the drscovery 
of nuclear energy) the hers [of those heracs who drwovered 


FRANCE “ 


it] are tured. Fifty years os a very short tiene om mucicar terms. 
but a shor half century has been cnough to dampen the 
carly enthussasm, to replace hope in a golden age of abun- 
dant energy with a great cusiential dowlt. Like others 
before nt. France, whach staked a great deal on thes ficld. ss 
Once again sccing “As programs mm decline 


Electric (Power) Company (EDF). there 
an absence of visibility. an uncertain 
on 


ist 


i 
r 


z 
: 
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Even of some still publesh books such as “Long Live the 
Bomb’™’. as one former aide of Charles Herne and 


anc Prerreiatic. “some are merely awarteng 2 politica! 
change ~ mm the words of a DAM trade umonmt “Several 
officxals hope that on March they ell get back thew credits 
ther testeng thew wncontrofied freedom of action the 
affluence they have lost” In the meanteme. af leon a 
thousand wage carners are doomed to twiddle ther (humm 
for two vears. ever wace the announcement! of the morato 
num on testing ai Mururoa 


As tar as the AEC S cowslean activities are concerned 
even if 1 was announced as merely temporary the treere 
on the Superphenia not only shut down actry tees at the 
Creve Malville wie where the breeder reactor = located 
but all other related departments a well At! adara he 
young cngmnecrs arriveng at the research center havc read 
officral AEC brochures that paint everytheng as active 
hvety and operational eth tom of pragrams. under 
ea» admits a acwly-recrusted engineer “ul ome very 
qgunth dirxcovers a hedehouwnd world nic teams cng 
neers who come in tor fowr howrs a day. temker a bet and 
leave The old guys complann saying ‘ver a year to go 








ii 


i 


ti 


fl tk 


with depression 


the more tarnished the ABC's image is, and its engineers 
More to the pount. «1 1s the relatonshup between the AEC 
he became SS Oe eae 


and French socecty that requirus a major “hifi.” In a 
ee ee 


ag 


breeder on the C 


are remgned to thew mactrvity. | ey 
for good. Such ss the case of 
will soon take carly reurement aficr 33 


where work has long been under way on the most recent 
of the “major AEC projects.” breeder reactors. 
devoted to Rapsodic. Phenia. and 


In the research department of the Cadarache reactors. 
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The Atomic Energy Commission: A research organiza- 
von of 18.000 persons entrusted by the government with 
two missions: crvihan and mulstary nuclear research and 
manufacturing the means of the nuclear deterrent. 


The mdustrnal firm Framatome 14,000 employees. 
Manufactures nuciear reactors mm France and abroad. 


The EDF: Operates the 55 French nucicar power plants. 


The crvil wclear industry: Between 1978 and 1985, the 
EDF comenisioned five to six nuclear power plants a 
year. Construction resumed im 1990 at a rate of one plant 
every 18 months or every year. 


The mulstary nuclear industry. Government subsidies for 
the AEC’s military research: 9.9 billion in 1990 and 9.4 
bilkon om 1992 (current francs). This downward trend 
will contenuc mm 1993. 


footnotes 
[footnotes | and 2 omitted] 


3. “Long Live the Bomb’™ Pascal Boniface, 1992, Edi- 
tion No | 
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Bossi Urges Amato's Retention Until Electoral 
Ref rm 

PM2112150592 Rome LA REPUBBLICA in Italian 17 
Dec 92 p § 


[Sandra Bonsanti report: ““No Point in Overthrowing 
Amato Now’: Bessi: “Government in Power Until Elec- 
toral Reform”™”] 


[Excerpt] Rome—It happened within the space of a few 
hours. It ts the reul political news to have emerged after 
the latest local elections and after the notice of 
impending trial served on [Italian Socialist Party Secre- 
tary] Bettino Craxi: [Northern League Secretary] 
Umberto Bossi is moving his troops from the regions of 
hard protest to the less stormy ones of responsibility and 
dialogue. Words which he uses himself following a visit 
to the president of the republic. And lo and behold, 
[Prime Minister] Amato gets the first concrete prop for 
his government from an unhoped-for source. Bossi, back 
from the Quirinale [presidential palace], says that the 
problem now is not the government's lack of legitimacy, 
“if the government has lost its legitimacy, parliament has 
lost it even more. But this is not the problem of the 
moment: We maintain that in the current situation the 
Amato government should carry on and that in the 
meantime the Bicameral Reform Commission should 
immediately settle the electoral reform issues. And then, 
everybody goes home.... For the time being we can wait, 
because we know for how long—the two or three months 
necessary to launch the reform.... And anyway, even if 
there were a government crisis today and Amato disap- 
peared from the scene, what would we have? Only an 
institutional-style solution with [Senate Speaker] Spado- 
lini, and that is not the solution needed. Hoiding elec- 
tions now, what does that mean? We would gain about 4 
or 5 percent, and then there would not be the nghi 
numbers to form any majority; nor can anyone think that 
the League could ever support a nonexistent majority.” 


So, for the League also, the government can carry on a 
while longer. [passage omitted] 


National Bank Governor Interviewed on Economy 


PM2212094092 Rome LA REPUBBLICA in Italian 8 
Dec 92 p 9 


{Interview with Bank of Italy Governor Carlo Azeglio 
Ciampi by Elena Polidori in Basilea; date not given) 


{Excerpt} Basilea—The stores display festive lighting but 
are half-empty. They are even advertising “promotional 
sales” right before Christmas. “Unheard of,” the gov- 
ernor of the Bank of Italy said, immediately interpreting 
this shocking phenomenon in terms of an economic 
formula: “Low consumer demand.” In other words, the 
crisis—always feared and forecast for months—is now 
biting here in Italy, too. 


There 1s little cause for jubilation. Because the current 
economic situation comcides with a time when the 


FBIS-WEU-92-246 
22 December 1992 


natson’s accounts do not balance and the privatizations 
plan remains vague. So the authorities are announcing 
right away that under such conditions interest rates are 
unlikely to come down, since more government stock 
will have to be issued. Compensatory treasury bonds, we 
could call them, which must be attractive in order to sell. 


Hard times. But this time, according to Carlo Azeglio 
Ciampi, it’s an ill wind that blows no good. This, if for no 
other reason than that the low level of economic activity 
is having a beneficial effect on an aspect very close to his 
heart: inflation. This, insofar as the devaluation of the 
lira—“something thai we submitted to, certainly not that 
we sought”—is not causing domestic prices to rise. In 
other words, the feared “psychological effect” has failed 
to materialize. “As you can see, as we can see, the prices 
of goods have not risen proportionately to the devalua- 
tion.” 


Ciampi discussed these matters while in Basilea for the 
usual governors’ summit, devoted this time to the future 
of the European Monetary System [EMS], severely dam- 
aged by speculation. He meticulously avoided the sub- 
ject of the lira. He did not say a single word about the 
currency’s return to the EMS, initially planned for 
Christmas, but now delayed—by a month? Two months? 
Or is it a matter of awaiting the outcome of the “in-depth 
examination” of the EMS entrusted to Director General 
Lamberto Dini and his counterparts in Europe? 


On the other hand, the governor did not evade an 
analysis, albeit brief, of the real economy. Our conver- 
sation was spread over 24 hours, conducted partly during 
our flight, partly during lunch breaks, partly during 
appearances at the entrance to the Bank for International 
Settlements building, which hosted the governors of 
Europe's principal central banks, plus the U.S. and 
Japanese seconds-in-command. It proceeded by half- 
sentences, short remarks, and even mere g.ances during 
his very few, very brief appearances in the city's freezing 
cold streets adorned for the coming festivities. 


[Polidori] So will 1 be an austere Christmas? 


[Ciampi] This is a period of low consumer demand. It is 
a visible phenomenon—it is enough to just walk through 
the streets. It has helped us, however, because i has 
made it possible to avert a prices spiral—the automatic 
transfer of the effect of devaluation onto retail prices. 
This is essential to keep inflation at bay. But of course 
this is just one aspect of a more general proolem, which 
is how to best manage the currency crisis. 


[Polidori] What so you mean by “manage”? And what 1s 
the other problem? 


[Ciampi] It concerns industry. I will never tire of repeat- 
ing—and | have said this everywhere, including in Par- 
liament—that it must set its sights on exports and on 
regaining its share of the market, by explorting the extra 
competitiveness gained by the devaluation. 


[Polidori] Is 1 doing so” 
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[Ciampi] My impression is that it is, at least in some 
sectors. | am thinking of textiles and footwear. In others, 
however—in automobiles. for instance—there are struc- 
tural problems and a different production time frame 
that make such a response more difficult. 


[Polidon] What else, apart from properly managing the 
devaluation’ 


{Ciampi} Then there is the more general aspects of the 
recovery of the nation as a system, which comprises the 
reforms, the finance bill, and the authorization laws to 
reorganize health, welfare, and jocal government. 


[Polidori] Spain, Britain, and Portugal have all devalued 
their currencies, as well as Italy. Do their decisions not 
nullify the benefits to Italian exports? 


[Ciampi] Certainly, the competitive advantages with 
respect to those countries are reduced, but there is still a 
good margin of competitiveness with others, such as 
Germany and France. The French, above all, are very 
much exposed to our competition. it is different for the 
Germans, because the following important fact must be 
kept in mind: Their industry is not very vulnerable to 
price competitiveness in certain basic sectors such as 
investment goods. 


[Polidori] Does the Bundesbank not risk going too far 
with its policy of high interest rates, and thus weakening 
the German economy? 


[Ciampi] You should put that question to Helmut 
Schlesinger. 


[Polidon] And is France not pursuing a dangerous policy 
by remaining so closely linked to the German mark? 


[Ciampi] Expensive, | would say, 


{Polidori] Italy's latest balance of payments figures are 
better, thanks to the current expenditure side and the 
influx of capital. Is this correct? 


[Ciampi] It 1s a good result. The important thing is that 
we are 10 trillion lire better off. 


[Polidon] Our reserves seem to be accumulating again. 
But in a few days’ time, on 15 December, Italy will have 
to repay the approximately 20 trillion lire provided 
largely by the Bundesbank to help the lira during the 
crisis. Will you meet your obligations? 


[Ciampi] We have never considered any other solution. 
We have agreements and we will keep to them. 


[Polhdon}] Governor, are interest rates not falling because 
the national debt has gone out of control? 


[Ciampi] ft 1s not the Bank of Italy's fault. But let us look 
at market rates: They have returned to the level of last 
June. The interbank rate is different, but | do not set 
that. [passage omitted] 
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Article Details Complexities of Privatizing ENEL 
93ES0239A Milan MONDO ECONOMICO in Italian 
28 Now 92 pp 122-125 


[Article by Lusgi De Paoli and Sergio Vacca of the 
Institute for the Economics of Energy Sources, of the 
Luigi Bocconi Business University: “Privatizations: 
Three Alternatives for ENEL™] 


[Text] Regarded as one of the most appetizing morsels 
among the state enterprises, the electric company 1s, 
however, the one thai presents the most complex problems 
of the transition to the private sector. Here is the reason 
why, together with ise principal potential solutions. 


The privatization of ENEL [National Electric Power 
Board] 1s an especially delicate operation, because priva- 
tizing the ENEL means essentially privatizing the 
nation’s electric power service—a service that 1s indis- 
pensable to Italy's economic and social existence. The 
importance of the electricity sector is further demon- 
strated by 20 years of energy policy which, despite its 
meager results, has always been concenirated on the 
development plans of this sector. Moreover, ENEL oper- 
ates under monopoly conditions that with only a few 
exceptions are strictly regulated—in other words, it 
operates in a situation quite different from that pre- 
vailing in most of the other activities to be privatized 
(the only activity that 1s even partially comparable is SIP 
{Italian State-Owned Telephone Company) and to a 
lesser extent SNAM [National Gas Pipeline Company)). 
Lastly, ENEL—unike IRI [Institute for the Reconstruc- 
tion of Industry] and ENI [National Hydrocarbons Cor- 
poration }—1s currently a single company with a substan- 
tial overall value that would make its sale difficult. 


It therefore follows that the privatization of ENEL 1s a 
particularly delicate and complex operation that 1s 
poorly suited to the hypothetical short-cut of an imme- 
diate sale of stock to the public—a sale which, among 
other things, could hardly take place today for a subsian- 
tial pnce or im a manner advantageous to the govern- 
ment. This translates into abandonment of any plan to 
speed up privatization of ENEL by restricting any 


changes to a minimum. 


If it proves impracticable in the present situation esther 
to convert ENEL into a public company [preceding two 
words published in English] or to break 1 up into several 
companies formed with capital obtained from share- 
holders of preference or from a varneiy of shareholders 
(as in the case of public companies), the change could 
also be limited to transferring contro! of ENEL from the 
Ministry of Industry to the Ministry of Treasury and to 
changing its form from thai of a public economic entity 
to that of an incorporated company. In order to be able 
to change this state of affairs at some future date without 
having to umprovise, however, a serous study must 
immediately be undertaken to find possible solutions 
and identify the difficulties that must be overcome in 
order to restructure the electric power sector in Italy 
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Selunoas 


Three basic options have been presented for the pnvati- 
zation of ENEL. First of ali, 1 must be decided whether 
to leave within ENEL al! the functions that « has 
performed in the past, or whether to subdivide 11 into 
companies cach of which would be legally autonomous 
and have a different function. Second, the percentage of 
the ownership of the electnc power company—or com- 
panies—to be transferred to the private 

(perhaps only gradually) must be established. Lastly. the 
desired structure of the body of private sharcholders (a 
public company or a company with majority share- 
holders who are responsible for 1ts management) must be 
determined so as to be able to establish the procedures 
for selling the stock. 


Of the different possibilines offered by this combination 
of alternatives, we believe three merit consideration: a) 
retention of ENEL as a single company with majority 
public ownership, b) conversion of ENEL into a public 
company, with 51 to 100 percent of its capital stock 
distributed among private shareholders in capillary 
fashion; c) subdivision of ENEL into many companies 
with a majority of the equity shares in cach going to 
private interests. 

It should be stated at the outset that cach of these 
proposed solutions has its advaniages, but none 1s 
without some disadvantages. No “optimal solution” can 
therefore be proposed, but this does not mean that al! the 
proposals have equal potential to achieve the aforemen- 
tioned three basic objectives. 


A Single Company 


The solution of leaving ENEL in its unitary form—as it 
is today—offers the advantages that are typical of ver- 
tical integration in capital-intensive sectors: namely, |) 
the possibility of looking at investment decisions from a 
long-range perspective (including. therefore, the possi- 
bility of diversifying the options), 2) a lesser degree of 
risk, with consequent jower costs and less return 
demanded from capital (and therefore lower electricity 
rates), and 3) the benefits accruing from certain econo- 
mies of scale and coordination. On the other hand, this 
solution has certain disadvantages: |) a weakening of the 
pressure to achieve the efficiency that results from 
competition and 2) the arrogation to ENEL of an enor- 
mous market power that will have to prove itself in its 
dealings either with future competitors or with the 
regulators. 


Under this solution, it 1s quite obvious that independent 
electric power producers would have a hard time imag- 
iming they could compete with ENEL, and would instead 
be motivated to transfer to ENEL the surplus energy they 
generate, as is already possible under Law 9/91. The 
existence of an ENEL, Inc., that retained its current 
dimensions would not prevent the government from 
seeking new forms of competition in the area of produc- 
thon and/or in the area of management of the power 
plants, although the regulatory problems caused by 
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implementation of these solutions would negate any 
optimism, given the fact that there 1s no precedent for 
the government playing such a role. It would be casicr 
instead for jount companies to be formed between ENEL 
and new producers—an idea that was already under 
consideration before the proposal was made \o convert 
ENEL :snto an imcorporated company. 


Thas solution 1s the most practicable for the short term. 
im that it leaves the organization of the electric power 
system virtually unchanged. Would such a privatization. 
therefore. be only a facade and devoid of any innovation 
with respect to the way the sector has functioned in the 


past” 


In Our Opinion, it may well be thal conversion of ENEL 
into an incorporated company—and its transfer from the 
tutelage of the Miunisiry of Industry to that of the 
Ministry of Treasury—could have a concrete and posi- 
tive impact on its management and therefore on the 
functional efficiency of the sector. In effect. Treasury 1s 
the imstitutional repository of concern for financing the 
enlarged public debt and for economic policy. As the 
propnetor of ENEL—and especially in the current situ- 
ation of the public finances—it 1s likely that Treasury 
would want to obtain a dividend from the stock i 
possessed and would tend to impose (directly or ind- 
rectiy) a limit on the growth of the company's debt. 


The financial objective could obviously also be achieved 
by mcreasing electricity rates (ENEL has already 
requested that this be done by “liminating subsidized 
rates). This might conflict with another of the Treasury's 
objectives, however—that of controlling inflation—a 
circumstance that provides sufficient guarantees that the 
Treasury will try to obtain, at least partially, both the 
dividend and an increase in the rate of self-financing by 
increasing efficiency within ENEL. Moreover, the first 
significant signs in this regard have already appeared 
following the appointment jast August of the new board 
of directors in the form of reductions in the scheduled 
investments and the establishment of more ambitious 


profit goals for this year. 


The transfer to private interests of a percentage of the 
stock in a mew ENEL. Inc.. in which the state is the 
majority stockholder would accordingly intensify the 
demand for profitability and provide an incentive for 
more efficient management. But would private parties 
buy stock im a corporation that in fact remains under 
public control and therefore subject to political interfer- 
ence both in the appointment of its executives and in the 


objectives pursued” 


The answer will obviously depend not only on the 
aforementioned political nsks but also on the conditions 
under which the stock 1s sold and how the market will 
view the prospects for the corporation's profitability. To 
be sure, in view of the current situation on the financial 
markets it 1s difficult to consider a massive sale of stock 
to the public, and consequently—uniess the sale 1s post- 
poned until a more propitious tume—an imaginative 
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financial effort will be required to make the stock more 
attractive. This conclusion 15 strengthened by the con- 
sideration that foremgn capital—which among other 
things is viewed with concern in some quarters—appears 
to be somewhat reluctam to enter the Italian market in 
which there are strong dis \ncentives as well as cause for 


growing uncertainty. 


A Public Company 


The second solution differs from the previous one only 
in terms of the type of ownership: It would no longer be 
a joint company with majority public ownership, but a 
company with majority private ownership and a ten- 
dency to become entirely private. Certain public inter- 
ests in the electric power sector could be protected by a 
minorty public stake. or better still by the introduction 
into the Italian legal structure of the so-called “golden 
share™ [preceding two words published in English} that 
provides special mghts in the case of certain extraordi- 
nary decisions. 


How could this organizational solution (a single ENEL 
such as it 1s today) be combined with a phased—or 
immediate—transfer of the majority of ENEL's capital 
stock to private interests? Given the size of the numbers 
involved, it would appear difficuli—if not impossible— 
for one or more private groups, by forming a consortium. 
to offer to serve as the government's interlocutors and 
become the shareholders of reference to whom responsi- 
bility for managing the company would be entrusted. 
Moreover, even if such a solution were practicable, it 
would raise not a few questions because of the political 
and economic importance of electric power service 
which would in this way be entrusted to one, or a few, 
industnal and/or financial groups. The only solution 
remaining, therefore, 1s to consider a widespread disin- 
bution of ENEL stock shares, reserving a percentage for 
the employees and selling the remainder to individual 
savers or financial institutions with an initial limit on the 
number of shares owned by cach investor. thereby cre- 
ating a public company run by technical managers [pre- 
ceding word published in Eng)ish). 


The transfer of ownership from the Treasury to a widely 
diffused body of stockholders would change the objec- 
tives that the management [preceding word published in 
English} should pursue by shortening the time frame for 
decision-making. It 1s not certain, however, that the 
change from a dominant and clearly identified public 
owner to a multiplicity of private owners would achieve 
the objective of moving the company more effectively 
toward the goal of efficiency. Nor 1s i certamn that this 
change would climinate the adverse political interfer- 
ence in the electric power sector. Whereas unti! now this 
interference was made possible through direct control of 
the appointment of the administrators. in the future the 
initiative could simply come from the other side: The 
administrators would attempt to obtain advantages 
(such as rate increases) by supporting certain political 
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parties or politicians. The memory of the penod pre- 
ceding nationalization—when many ciectric power com- 
pamies were, in effect. public companies—s stil! suffi- 
ciently fresh for such a possibility not to be ruled out 
completely. 


But the reason why this solution raises the most gues- 
tions 1s the lack im Italy of a system of institutional 
investors—such as pension funds. investment funds. 
imsurance companies, and so forth—that 1s sufficiently 
strong to give mse to a people's capitalism such as that 
required by the process of privatization of ENEL In 
faci—as has been emphasized in many quarters—this 
type of development of the financial markets would aiso 
require a comprehensive reform of corporate law which 
today gives little protection to the nghts of minority 
sharcholders and therefore—by extension—to any 
widely distributed body of stockholders. This objection 
merely serves to emphasize the difficulties that must be 
overcome in order to be able to form a public company 


An additional problem reiates to the price at which to 
offer the stock shares on the market. The less clear the 
overall picture of future rate policy. the more difficult ut 
will be to sell the stock. Also, the more we are given to 
understand that this policy will make rate increases 
difficult, the less the stock will bring on the market 
There 1s accordingly a clear trade-off [preceding word 
published in English] between the immediate sale of the 
stock and the possibility of holding down rate 
imcreases—an oulcome emphasized to a great exticni in 
recent months by the president of ENEL 


In point of fact. therefore, privatization of ENEL en bloc 
in an effort to create a public company would create few 
problems with respect to reorganization of the sector but 
many probiems of a financial and political character and 
many problems in connection with controlling inflation 


F ractionalization 


The third solution possible for achieving privatization of 
ENEL 1% a complete reorganization of the sector 
according to different functional activities. It 1s well 
known that supplying electricity involves three different 
principal activities: the production of electricity at the 
power plants, the transmission of the electricity under 
high voltage to the centers of consumption. and the 
distribution of the clectnicity under low or medium 
voltage to the final consumers. To these three functions 
must be added a fourth function that 1s vital for the 
efficient operation of the system—a function that con- 
sists of deciding, moment by moment, which power 
plants should operate to meet the demand in a safe and 
economic manner. Indeed, the electric power sector 1s by 
definition the sector in which the principle of a constant. 
moment by moment. balance between supply and 
demand 1s most applicable 


This function of equalizing power production at the 
lowest possible cost (1.¢.. bringing the plants on line 
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task of deciding which plants should function at a given 
moment based on the offers made by the producers. 
Obviously, the actual producer (the one producing at the 
least cost) might also not be, in every imstance, the 
producer who has sold the electric power: For this to 
occur, compensatory contracts should be brought into 
play Lastly. the distributors—by grouping together the 
demand of the small-scale domestic and industnal cus- 
tomers—would conclude purchase contracts with the 
producers and supply electricity to the customers in their 
particular service zones. 


This functional organization of the electric power indus- 
try—which 1s very similar to the structure adopted in 
Great Britain following the privatization of |1990—could 
be accompanied by the creation of a multuplicity of 
operators who would respond to the specific require- 
ments of individual segments of the market. There 
would be a certain number of producers in competition 
with each other—and with foreign producers—to win 
market share. There should be only one transporter- 
dispatcher for cach zone, and therefore no apparent 
reason for more than one at the national level. The 
distribution of electric power could be divided into a 
number of compames (between |0 and 30. for exampic). 
inasmuch as there are no economies of scale possible that 
would justify having a single company at the national 
level. On the contrary, such a division of the distribution 
function would make honzontal competition possible 
among disimbutors and reestablish a balance of market 
power vis-a-vis the producers, who otherwise could be at 
the mercy of a single distributor 


If one accepts this arrangement of the clectnc power 
industry—on grounds that it could provide the max- 
imum incentive for efficvency through competition and 
comparison and limit the market power of individual 
entities—pnri vatization of the electric power sector would 
not only require, as a preventive measure, the breakup of 
ENEL but would also involve a redefinition of the role of 
the municipalized supphers 


Production and Drstribution 


With respect to production, ENEL's current production 
capacity should probably be subdivided into two or three 

companies according to critena yet to be defined (for 
example. sculls, Aintictidiin aennedinamantinai 
raied from the other plants and combined in a single 
company in partnership with the transporter- 
distributor), The production companies thus created 
could be attractive to industnal entities interested 14 
becoming producers of ciectric power or expanding their 
current role, and these entities could hope to become the 
controlling shareholders. It 1s obvious that mm thes case 
specific regulations would be necessary im order to 
ensure an effective multiplicity of entities in competition 
with each other 


As an alternative, ENEL might be converted into a 
number of production companies cach with a widely 
distributed body of shareholders. As usual. success of the 
operation would depend primarily on the guarantees that 
could be provided with respect to the freedom to set 
prices in the future 


The transportation-transmission company would have 
the pmmary function of ensuring the efficient operation 
of the system om the physical and economic sense and 
would therefore be the very heart of this service to the 
public. As such. « could even remain under public 
control and not be pnvatized. As an alternative. owner- 
shup of the company could be transferred on a quota 
basis to the distribution companies—or to the producers. 
although that might encourage collusion As has been 
Stated, this company could also own the hydroelectric 
power plants and pumping plants with the dual objective 
of facilitating the appropnation and investment of the 
hydroelectric revenue by the State 


The distribution companies that are created from the 
present divisions or districts of ENEL should also 
include the municipalized companies. In other words. at 
a tome when distribution 1s being restructured, 1 no 
longer makes sense to perpetuate an inherited system 
that resembles a leopard’s skin. For example. if a distr- 
butson company 1s created for Milan Province. 1 should 
also absorb AEM [Municipal Power Company. Milan] 
In that case the compensation for AEM would of course 
go to the municipality of Milan which could also decide 
10 become one of the principal sharcholders in the new 
distnbution company Generally speaking. the new dis- 
tnbution companies could become either public compa- 
mies Of mixed companies, i.¢.. companies with signifi- 
cant public partscipation deriving. for crampie. from the 
conversion of the purchase price of the assets of the 
existing Municipalized companies into stock shares. In 
most cases. the managernal structure would consist of 
technicians from ENEL's departments. although in some 
cases 1t could be based instead on staff from the munic- 
ipalized companies 
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The splitting up of ENEL and its privatization im accor- 
dance with this brnefly described formula would. there- 
fore. involve a complete reorganization of the sector. 
The formula does, however, follow the EEC Commus- 
si0N Ss Suggested guidelines in that 11 would involve both 
free access to the power networks and the separation of 
the accounting and management aspects of the vanous 
functvons. One can also postulate that splitting up ENEL 
= thes way should. theoretically, make « casser to sell 
ENEL stock on the market, perhaps even one block of 
stock at a ume 


lt should not be overlooked, however, that even this 
solution involves substantial difficulties that are prima- 
nly of a polstical but also of a technical nature. One 
should note first and foremost among these difficulties 
the need to deal senousily with the technical probiem 
posed by splitting up ENEL. In this connection. for 
example. one should be sure that the dimensions of the 
producers are sufficient to encourage technical progress 
and internationa! cooperation. Second. it 1s also essential 
to prevent the reconstruction of vertical integration by 
restricting the opportunities for distnbutors to become 
involved im electric power production Third. the 
breakup of the electnc power system entails esther elim- 
imation of the single natronwide rate schedule or the 
creataion of a complicated mechanism for rate compen- 
sation that would act as a disincentive. Inasmuch as a 
rate differential would result in an increase in prices im 
the south. the emergence of a strong opposition 1s casy to 
foresee. In any case, because the government would 
cease to be sdentified as the manraer of the electric 
power sector. 1 would then have to strengthen its regu- 
latory role 


Regulation 


Of the many public services provided by state enter- 
prises. publec agencies. or directly by the government. 
clectr power service 1s among the most satisfactory 
There 1s no doubt. however. that even in this sector there 
are pockets of mnefficrency that should be corrected. 
principally by means of closer regulation The old regu- 
lacory system—based on the contro! of rates by the CIP 
|Interministenal Committee on Prices). the submission 
of plans to the CIPE [Interministenal Committee for 
Economic Planning]. and the contro! of accounts by the 
Auditing Department—was. however. a loosely woven 
system not at all surted to making the electric power 
service an entreprencunal activity that  onented 
toward efficrency. A reform of the casting system is 
necessary mm any case-—weith the converwon of ENEL 
into an mcorporated company—bDut 1s al! the more 
essential if genuine privatization 1s carned out (solution 
number two or number three. as desorbed above) 


Planning the regulatory system goes hand in hand with 
planning the structure of the sector The problem at thes 
moment relates to the concessions that will be retained 
by ENEL and possibly by the municipalized companies 
It +s obvrows that the granting of one or more conces- 
swons—and the same nghts and duties that accompany 
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the concessions—should be compatible with the struc- 
ture that 1 to be given to the sector and, in the absence 
of a definite position, with the possibility of making 
unrestricted chonces in the future. 


There are many questions to be decided im order to 
achieve a more competitive and efficient structure for 
the electric power sector, and they must be dealt with. It 
iS urgently necessary however. at least to call attention 
to the need to create a regulatory authority specifically 
for the sector. The CIP does not have the appropriate 
structures today (pilus the fact that many of ts employees 
are “on loan™ from the agencies they control), and above 
all 11 has too many probiems to dea/ with simultancously. 
If t 1s desired to prevent the political mmterference that 
has been kicked out the door from reentering through the 
window. the organ of contro! will have to be as technical 
im nature as possible and operate m accordance with 
rules that require openness |! should also have sufficient 
personne! to carry out its assignment (the Brotush 
OFFER. for cxampic. has approxmately 220 employ- 
ees) 


Thirty years of developing what economists call the 
“theory of capture” naturally make 1 difficult to beheve 
that thes solution would be immunc from defects. It only 
has the potential to be less imperfect than direct control 
by the politecians. provided that a scrnous institutional 
effort 1 made to appomt this “Control Authonty~ 
Moreover. this effort must be made im any event. 
whether one prefers a single ENEL company (for semilar 
cases in the United States there are the Public Utilies 
Commussions) or whether one chooses to organize the 
sector on the Britush mode! (where the OFFER was 
created capressiy for the purpose) 


Everything that we have attempted to set forth m this 
article 1s the frurt of dispassionate study whose arm was 
to set forth all the alternatives for reorganizing ENEL 
that privatization could elicit 


Otherwise. it 1s semply a study that 1s probably destined 
more to make the reader aware of the complexities of the 
course that must be followed rather than to provide a 
realistxc description of the problems of the immediate 
future—at least unt! different signals are received con- 
cerning the politecal wil! to refuse to subordinate priva- 
tuzations to the demands for survival of the casting 
system of public contro! 


Seizure of Mafia Assets Increases Money 
laundering 

GIESOISAA Milan WONDO ECONOMICO in Itahan § 
Dec 92 pp 38-39 


[Artucle by Gruseppe Oddo “Mafia Financing Wears a 
Company Face”) 
[Text] Money laundering 


dfter the seizure of the Madoma assets. the criminal plan 
to launder illegal income by taking over legal businesses 
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becomes more clear Mafia and Camorra clans are trying 
to take over Clean businesses by violent means It is 2 
worrisome phenomenon 


A mver of dirty moncy fed by the proceeds of cruminal 
activites that leads to one of the most ferocious Mafia 
gangs im Palermo the one beaded by Francesco 
Madonia Many important crimes are attnbuted to Don 
“Circe.” among them the murders of former Mayor 
Guuseppe Insalaco. Deputy Police Chief Nom Cassara. 
businessman Libero Grassi. Judge Paolo Borsellino. and 
hes escort. The famous “ledger” that was found two years 
ago by the police, in which were listed the names of the 
Palermo merchants who were being cxtoried by the gang 
and the monthly amounts paid by cach onc. also 
belonged to the Madoma family 


From the peak of hes criminal empire. the boss chan- 
neled the dirty money. generated by every kind of dhcit 
activity. to the most vaned activities: financial compa- 
mees. Itahan and foreign bank accounts. chain stores. real 
esatc. department stores. building lots. big automobiles. 
boats. A few crumbs wound up im the stock market. But 
for very modest amounts. more worthy of a small 
mvestor, of a “petty shop keeper” im Piazza Affarn [site 
of the Milan stock market), than of a criminal multna- 
tional A patrimony with a total value of more than $00 
tlhon lire that the pole seized on 20 November. 
applying the Rognon:-La Torre Law to the full and 
making use of the anti-Mafia measures imitiated fol- 
lowrng the Capac: and Via D'Ameho massacres. Such 
stern measures were only applied in 1983. in Milan. 
against Luig: Mont: and Antonio Virgsho. prominent 
members of the emerging “white collar” Mafia which 
used ther group of companies to launder money The 
pair suffered the seizure of assets totalling $00 billion lire 
of that time. although the Milan court of appeals ordered 
the release of the assets in 1990. finding that the rela- 
tromshup of the two with Cosa Nostra circles was not such 
as to porson their business activities 


But it 1s not just the magnitude of the assets seized from 
the Madomias that 1s striking. Also striking 1s the rud)- 
mentary nature of the investments chosen to launder the 
money Wth all the talk about the financial Mafia about 
connections with imternational capital markets. one 
would have capected something more than a handful of 
stocks worth a few millon lire. Looked at carefully. the 
bulk of the Madoma patrimony was villas. apartments. 
businesses. At first glance, there was very little of the 
financial on that $00 bilhon lire of activity. Uniess 1 was 
not just “small change” from an empire of much vaster 
proportions. It seems. im fact, that the annual income of 
a clan of thes umportance should be on the order of 
thousands of tilhons of lire This will become clear. 
however. when the police complete thei investigations 


Lottesi the Financier 


The Madonas had a “working” relationship with 
Cuuseppe Lottusi. a Milanese financier. arrested on 14 
Cxctober 1991 by the Poloe Central Operational Service 
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on mformation provided by the FBI Lottus: used as 
cover a company that managed a stabie of horses (the 
GL. from the mutuals of his name) In realty. on behalf of 
the Paiermo cian. he conducted financial operations for 
the acquisition of very large amounts of cocaine from the 
Colomtman Medcilin carte! headed by Pablo Escobar 
Lottus: chose the most ciementary of money laundenng 
sysiems The Madonias brought the moncy to him from 
Palermo. and he transmitted « to the Colombans by 
means of successive deposits in a number of foreagn bank 
accounts 


In sum. sf Cosa Nostra has a weak port. i seems to be 
its lack of competence im financial matters. Thes seizure 
would tend to confirm that If a s true—as Tommaso 
Buscetta says—that Michele Sindona’s banks and Rob- 
erto Calvi's Banco Ambrossano were poles of attraction 
for much Mafia-onginaied capital during the 1970s, 1 15 
hhkely that Cosa Nostra today io longer has available 
financial institutions that are organically linked to 
Morcover. the determination and the energy demon- 
Strated by the state in the fight against organized crime. 
especially after the murder of Borseilino. have greatly 
alarmed the criminal clans. pursued by repressive mea- 
sures which have never been applied so drastically The 
State's rediscovered tenacity endangers the process of 
illegal accumulation and the money laundering itself in a 
specia! way Ernesto Savor »—professor of cnm 

at the University of Trent&®~—marntains that the ia 
has returned to take over actrvitees that « had aban- 
doned some time ago. such as contraband cigaretics. 
usury. the sale of stolen goods. and cxtortion. m part 
because of their mability to mse above thei primordial 
rawness in business. in part because they are hunted by 
the police with increasingly efficrent legal weapons that 
damage them financially. wm part also because of a 
decrease in income from the international narcotics 
traffic 


Usury. on regions like Campania and Sicily, has been 
growing rapidly It 1s an opportunity both for profit and 
for moncy laundering The techtuque 1s smple A bus- 
nessman who 1s being suffocated by the banks or by very 
heavy indebtedness 1s offered a loan at a very low initial 
rate of mmterest. increasing later on to rates of 100 to 200 
percent. until the borrower ms forced to throw im the 
sponge Having squeezed him compiciely dry. the Mafia 
has in fact appropnated his business If the Mafia finds 
it convenient, it has the former owner stay m place. so 
that the business can continuc to maintain a legal facade 
And at that port the Mafia begins to bring mm caprtal to 
use as it wishes. to establish relationships with banks. for 
cxampic The business has become a “laundry ~ 


ft atertion 


The Mafia pursues the same objective through cxtortion 
In Campania, as in Apulia and Sicily. the “payofl « 
now demanded in the form of stock participation in the 
company's capital Libero Crass: was killed because he 
refused to submit to this cxatortion And the circum. 
stances of the recent murders mm Foggia and Cela are 
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probably identical In the case of the Megara Siee! W orks 
of Catama. whech goes back to 1991. the motiwe might 
have been slightly different. The head of the firm. 
Alessandro Rovetta. and the chief of personnel. 
Francesco Vecchio. a man close to the ex-president of the 
Secshan regon. Rino Nicolo. fell victums of the same 
ambush it was conpectured that the reassignment of the 
unschooled industrialist. forced by Alfa Stee! Works of 
Brescia with minonty participation in Megara. may have 
disturbed the Mafia The only thing certain. however. 1s 
that someone visited the firm shortly before the murders. 
probably a representative of Cosa Nostra. who wanted to 
purchase the firm's enure output. The purpose. cv- 
dently. was to deprive the company of any kind of direct 
mmfluence m the market and force Rovetta to go along 
with a vast cromenal scheme Megara Sice! Works. in 
fact. 1s the only producer mm Sicily of the sron bars used mm 
remforced concrete. and controls 70 percent of the 
market. And the attractiveness for certam sectors m 
Sicily of private construction and government contracts 
1s well known 


In other words. organized crime has understood for some 
tume the potential danger inherent in a broad application 
of the Rognon-La Torre Law. And. adapting itself to 
circumstances. it launders enormous sums by appropr- 
ating the equity of many small firms. using mtimidation 
and threats. and thus covermg its tracks. Giovann 
Falcone recognized this phenomenon when he said that 
Mafia members. forced to operate under false colors 
impose themscives on honest companies as secret part- 
ners. making it posssbie for them to launder din) mone, 
by using clean businessmen 


Business ( amorra 


An alarming development is that entire sectors outside 
Sicily are also fallong unto the hands of criminals Soci- 
ologist Amato Lamberti—director of the Observatory on 
the ( amorra. founded in Napies as part of the Domenico 
Colasant: Foundation—has defined them as firms with 
Mafia ownership His research on the subject reveals 
that. »n Campania. the Camorra controls a large market 
share of the concrete. carth-moving and environmental 
sectors It operates im these areas through corporations 
almost always headed by notares or trusted bus- 
nessmen The Finance Guards have tned to discover the 
facts on several occawons But cach tome they randed the 
offices of the firms mm question. they were confronted 
with caplanations that the account books had been lost 


Lambert: maintains that criminal groups have become 
%©) powerful in waste collection. management. and treat- 
ment (the greater part of tors wastes from the north goes 
to Campania) that they influence the decrsons of local 
governments. The Camorra’s firms. with the compla- 
cency of corrupt politicians and administrators. are able 
to obtain authorizations for dumping and financing for 
treatment plants 


The cleaning business 1s another area that 15 vulnerabic 
to crmenal takeover One of the major firms im this 
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sector thal operatcs on a nation-esde bass has been 
investigated by the Naples prosecutor's office The head 
of the firms was prosecuted for Camorra-type criminal 
associations bul was absolved The Camorra has taken 


Community for hundreds of tidhons of bre. With thus 
system. it has ended up by corrupting the entre Salerno 
Nocera areca. causing the collapse of many small firms 


If all thes ss truc. the séca of combating moncy laun- 
Gering by singleng oul suspect bank transactions seems 
lumated. to say the least. although this comtinucs to be an 
wmporian! arca) Nevertheless. many beleeve that better 
results could be obtained by introducing controls and 
sirect rules on transparency into the cloudy world of 
financial and equity companies. Ther proliferation 1s 
unanimously considered to be suspicious. as has been 
affirmed on numerous occasions by the anti-Mafia com- 
mission. the pressdent of the Chamber of Commerce of 
Milan. Piero Bassett: and the former prosecutor general 
of Milan. Adolfo Bera di Argentine 


Article Views Skinhead Groeps’ Characteristics 
VIESO]40B Rome L ESPRESSO im ltalhan 6 Dec 92 pp 
44-45 


{Article by Preriusg: Ficonen and Carlo Gallucc: “They 
Are Few in Number. Merry. Racest. and Have Shaved 
Heads | 

[Text] Veo Nac: meghtmare thew dens in Italy There are 
ahout 2a thousand of them mostly in Rome and in 
benetia Here are the names headquarters, symbols. 
newspapers, social hackgrounds. and habits of our little 
Hitlers 4nd many got started in the soccer stadiums 


“Heil skinheads and comrades The year begins merrily 
with crampies lke the German movement. which has 
been so decisive and bold of late.” Merry: That is the 
exact word our homegrown skinheads used in the edito- 
rial on the therd rssuc of “Blizkreg (lightning war), the 
gazctic of the Veneto Fronte Skinheads [Skinhead Front 
of Venetia] The improper usage of that slightly infantile 
term “merry” om describing the enthussasm for the 
German acts of violence. already conveys a picture of 
htahan Nazrskens According to the Intenor Ministry. 
there are about one thousand of them mm all. They are 
young. ranging mm age from 16 to 24. Coming from 
modest social backgrounds. they live mm the dismal 
pernphenes of large citees. In many cases. they are 
unemploved or sporadically engaged in the unreported 
yobs and have studied little or poorty 


The larger groups are found in Milan and im the Veneto. 
even though the most famous band—in part due to their 
direct confrontation with the Jewnsh community—ts the 
MP [Politecal Movement] of Rome. The Political Move- 
ments leader Maurizio Boccaccs. has often granted 
televimon and newspaper interviews He carns hes living 
as a bank emplovee and as a umon icader for CISNAL 
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{tahan Confederation of National Trade \ mons] 
which associated wrth the MS! (itahan Socsal Mowe- 
ment) He ent to xheo!l euth Gousva Froravant: and 
five other comrades. two of whom died on the ficid of 
battic He knows Sicfano Delle Chuase He comseders the 
action by Mano Tuts. Francesca Mambro. and the other 
Fascist assassins to be a revolutionary mode! (hes words) 
He favors Islama theocratsc governments He declares 
that he sympathizes with the traditional (athola doc- 
trac of Monsignor Lefebvre. with wtuch be « famelar 
because a group of the deceased bishop's followcrs 
operaics m Albano. Boccacc:s hometown The other 
leaders from Latwm are an office emplovec. Alberto 
Devitofrancesco [as published jand a pastry chef from 
Grottaterrata. Roberto Valacct:. who « the only onc 
with a shaved head 


Al polhor headquarters. they caplem that. for vears. the 
Political Movement hmped along to the nght of the 
itakan Social Movement. with pust a few doren members 
and little publec visebalety Its leap to fame happened two 
years ago when the Roman group embraced the skin- 
heads philosophy From that moment on. according to 
DIGOS [Divison for General Investigations and Special 
Operations (of the State Poloe)). the skinheads of the 
might and thew actions have been on the nee publ 
demonstrations. concerts. meetings on historical rev)- 
sonism brawls and beatings All the recent modents 
including the attempted national rally last summer were 
organized together with the Lombardy-Veneua Naz: 
groups 


Exght skinheads from the Veneto were pictured on the 
fromt cover of the “Bluzkreg.” or rather. the arms of the 
eight Veneto Nazis were shown on the cover of thu 
utiication—a forest of ransed arms From behind a grid 
of well-developed biceps covered with tattoos depicting 
Nazi and chivalrous symbols. were tne grim faces of 
twenty-year-olds pecking ow! The ministry estemates 
that the Veneto Skinhead Front has approammately | 00 
members. Its leader « Piero Puschsavo. and its base of 
operations « the cty of Verona The Gesta Belloce 
[Martial Feat} group represents the musical capressson of 
the Verona Nazi just as the Peggior Amico [Worst 
Friend] group does for Vicenza Franco Campanecila. the 
founder of the Powerskins. lives further North in Gor. 
za The first and only long-playing record 1s called 
“Ccica hance spada™ (“White Celt Sword”) Al the 
other end of Italy. the Bulldog Shins of Messina are 
presently recording a promotional demotape | preceding 
word published m English] The official music of the 
Nazrskins 1s called “Oh” It resembles a sha rythmn (of 
Jamaican ongin) made harsh by by brutish punk cle 
ments 


All thes information. together with a lot of other news 
about the foreign groups 1s pervodically published by the 
shinzines (shin fan magazines [fanzine skin) little mom 
cographed newssheets) produced by the three Nazrskin 
groups in addition to the “Binzkneg” of the Veneto 
Skenhead Front. there are also the “Neow: Orrizront: 
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iNew Horwzons”| of the Poltaxal VM 
Mian “Azone Sainheads Sammicad Act 


According to the V eminalc [Morestr 
head Acthon. a group eith the sartic nar 
publscatson. has }S) members making 
Italy tts leader s Dus ( am 
revissonests Pictro Setla and Sergio (rorz 
Nazrskinms often mect at the Loggia de) Mier 
Via Tormo But ther main mecting spo 

the rest of Italy remarns the Madiur 


and its noe 


“The phenomenon of the skinheads 
who arc responsidice for puPin order 
Interior. “1s not rmmediaicl) wcntifiade 
lence of soccer fam Bul has heer 
Stronger thc opposition eithin thc siad 
two sades of different political icaning 
possitlits for the skinheads to mas 


In fact. the laTEC SPOTS COMPic acs 11 
political siruggic 1s more decpl) root 
special attention in Verona and | 

where it 1s normal to see ( elt: 

up on the tadrem tiers ocn 
mmfittration has been reported 

Brigades as well as om the Crenad 
ultrargghtt wing fan club growms By 
infivences havc also heen regisicred a 

the Bovs of the Inter soceer team and : 

ith ithe Steadtast) and the \ skongs | 
Lazo team and whech are alo off 
nghi-«ing groups This phenomenor 
groen to very SOTTO: proportion 
cTupts in cprsodes of fighting and aticmpts | 
nval fan clu In Plorence 
Rome a doubic-sided hannecr apnearcd « 
red-white-and-green flag on ome ode and 
the other whole the fans 
racist threats In Tormo Guring the mat? 
a banner with the star of Daved was ot 
a Pisa gare. the Benicgod: | vad ' 
a very Srange wen ‘fF 

banners and. on the other 

[tahan C ommunrst Par 


Guring 


hanicc ; aM 


Today there 1s a ace dimens 

of mtotcrance e@fiech the ofw 

the Imternor and from the Feder 
Federation | a ae disiurhin 
upsectiing the order of the tradrtpor 
politocal belref os pres arling 

Thes phenomenon is cas, | Pree 
headquarters of the sainheads 
visested by hoth the [rriducih 
Romans of the Farzrone (inom 
These two fan byt hasc aleays hy 
moompatintc as cats and dogs bul ' 
the name of the Nar: reed 
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[Box p 45) 
Let's Try Te Make Them MWiegal 


Actually the two proposals are very semelar Mancino 
themkeng of a law comsssteng of 2 couple articies. The first 


would punrnsh imciement to cthax hatred 


ITALY & VATICAN CITY © 


In fact. at ‘cast two laws already canst tha" prosecute these 
same bends of cromes the 196) Sociba Law 

reestablishment of the Fascest Party and Law No 654 of 
1975 that adopts the mternational convention against all 
forms of racism. whach was drafted m 1966 m New York 


mm order to ask that it not be appled im the specific case that 
was under drsxcusmon at that time 
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os 2212113592 Nicoma KIBRIS om Turkish 20 Dec 92 


Criticizes US. 
Paper Approach to Cyprus 








Prime Minister (onéemms Attack Against Depsty 


particularly regarding bes leg wand | am certian every- 
will go well 
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will have any political side effects end recording) 


Further Attacks Claimed by 17 November 


211216589) Athens Eliimils Radmofoma Radw 
Network in Greek 1600 GMT 2! Dew 92 


Athens’ ‘Discontent’ With LS. on Skopje 
Reported 


21 Dee 92 ps 


munity im the United States eth the basa argument that 
there 1s no reason whatsoever for the Skopye msuc at the 
United Nations to “close” during the last days of George 
Bush 3 pressdenc) 


If that dors happen govermment circles noted | would 
aggravate Greet- S relations and cawse tenon 
between Athens and ( limton 5 ace government 


Moreover the same corcies added (hal vesterday 5 cle 
trom results om Sertes also ell affect the Stomper mur 5 
fate at the | meted Natroms If the Westere powers finally 
agree om favor of multtary umervention im Serta then 
Skopye 5 reques! ell he promoted at the | nited Nations 
under the pretest tha’ ccagertror of Skopye wold Pring 
SMadiiity to the regvon 


Athens ( oncerard About | \ Application 


NC IAI DIS 2I8V) Athens Elemis Radotomas Radw 
Network on Greet 1290 GMT 18 Dee 92 


[Eacerpt) wer Andreas Andnanopouios wid 
the gore corrned about the Shoppe msuc at 
the | nite idung There is nothing concrete 
on the meee, b are concerned shout Shope’ 








Spotcomsan o« Blociing Sicmbership 
NCJ11221119) Athens Elles Radeotoma Radw 
Networt ot Greet 1800 GMT 2! Dew 9) 


WO 1712271359) Athens ET-1 Telewmon Network 
om Greek 1600 GMT 17 Dee 92 





NC171214119) Athens Ellonek: Radimotoma Radw 
Networt om Greet 12370 GMT 1” Dee 62 


{Text} Pome Minster Konsiandinos Mirsotakes had a 
3$-mimwte meeting erth Preadent Konstandinos Kara 


tonal meetings \V asshou sand that the Cyprus msuc is 
an international problem and its solution 1s directly 
lnked to the decisoms of imternational organizations 
The C yprnot leader capressed hrs hope for a solution to 
the Cyprus msue by utelizeng the recent UN resolution 
[789) during 1993 
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Three Hundred Troops Leave Mersin Port for 
Somaiu 


T41912 181590) Ankara TRT i cdevwmon Network 
om Turkash 17°00 GMT 19 Dee 92 


[Excerpt] The 300-strong Terkish want that will partic- 
pate in Operation Restore Hopt om Somalia today left 
Merwn. A ceremony was beld at the Modnerrancan 
Regional Command to mark the departure of the 
Turkish unnt for Somaha. 


Erdal Inonu. state minister and deputy prime minister. 
iM a Statement addressing the ceremony. sand that Turkey 
18 sending troops to Somalia within the framework of the 
UN resolution on the rssue and in line with its traditional 
peaceful polcy Pownteng out that the occurrence of such 
mondents « shameful at a time when the world is 
entering a new century, Inonu stressed that the human 
tragedy mm Somalia is being lived owt im Bosnia- 
Hercegoy ina as well Noting that the government has. for 
months now, been cxcrting efforts to pul an end to the 


added that the troops to be stationed im Somalia will 
show to the entere world that the Turks lke to extend a 


helping hand [passage omitted] 


Cetin Supports Bosnia No-Fly Zone, Ending Arms 
t mbargo 


14191219369) Ankara TRT Telewiwmon Network 
m Turkish 1800 GUT 19 Dee 92 


[Text] Foresgn Moenester Hikmet Cetin has sand that the 
tome has come for Europe and the West to make an 
overall reassessment of the current situation Cetin sand 
More realistec and pust approaches that will give prnority 
to human nghts and democracy without any discrmina- 
thon should be adopted for a world whose conditions and 
needs have changed 


Cetun. who attended the CSCE foreign ministers confer- 
ence. the peace conference on the former Y ugosiavia. the 
NATO ministerial council meeting. and the North 
Atlante Cooperation Council foreign ministers confer- 
ence. in Stockholm. Geneva. and Brussels. has returned 
to Turkey 


Cet reported on hes contacts m a statement at Ankara 
Esenboga A:rport Noteng that the common and primary 
rssue at all the meetings eas Bosma-Hercoegos ina ( etn sant 
that the general dorectvon on the measures to be taken was 
correct but unsufficrent Powteng owt that Turkey. at every 
accawon revterated that the London conference cannot be 
effective so long as Sertuan aggression 1s not stopped. Cetin 
sand that the best result achieved was the NATO comme- 
mgue ehich sand that the UN Securnty Council resolutions 
to be adopted on the meuc ell be supported and wal « 
necessary ell be done 


( cten sand that the first steps that can be taken on Bosma- 
Herorgoy mma are to take the necessary measures to make 


Foreign Ministry Welcomes UN Vote on Bosnia 


741912211192 Ankara TRT Televison Network 
in Turkish 2000 GMT 19 Dec 92 


[Text] lt has been announced that Turkey assesses the 


tragedy, which has acquired the n ture of genocide 
The UN General Aesembly resolution adopted with 20! 


community. including the United States. share semilar 
views with Turkey. We hope and expect that the Security 
Counc will take mto conmderation this resolution. 
which reflects the collective conscrence of th imterna- 
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TA2112060892 Ankara Turkiye Radyolari Network 
in Turkish 0530 GMT 21 Dec 92 


[Text] Foreign Minister Hikmet Cetin has declared that 
Turkey will not approve the use of force to ensure the 
safety of the aid operations into northern Iraq unless the 
United Nations issues a definite appeal. Cetin made a 
statement to the ASSOCIATED PRESS regarding the 
suspension of the UN aid to northern Iraq. 

Cetin said that the aid operations into northern Iraq 
have been stopped because of a failure to guarantee the 
security of the trucks transporting the aid, but there is no 
question of military intervention in the region unless the 
United Nations issues a specific appeal on the issue. 
The United Nations announced the suspension of the aid 
operation in the wake of the three attacks against trucks 
transporting humanitarian aid to northern Iraq carried 
out in the past three weeks. 


NSC Recommends Extending ‘Provide Comfort’ 
Mandate 


TA2112193792 Ankara TRT Television Network 
in Turkish 1830 GMT 21 Dec 92 


[Statement issued by the National Security Council, 
NSC, after its meeting under President Turgut Ozal in 
Ankara on 2! December] 


[Text] |. The Council reviewed the security and public 
order situation throughout the country, and the dimen- 
sions of the terrorist activities being carned out by the 
separatist terrorist organization against the indivisible 
unity of our state, country, and nation since 1984 in the 
southeast. The Council assessed the measures taken to 
neutralize this organization and to establish security in 


the region. 


The Council observed that the measures taken within a 
democratic order based on a state of law and respectful 
of human rights are being implemented and developed 
with great determination, that significant progress has 
been achieved in the struggle being waged with th 
sensible support of our lofty National Assembly, our 
parties, the majority of our press and broadcasting 
organs, our public and private establishments, and our 
people, and with the dedicated cfforts of our security 
forces; that significant losses have been incurred by the 
organization, and that the trust between the state and the 
people in the region is growing. The fact that our struggle 
is now well understood by the foreign public, who 
acknowledge that we are nght, has been assessed as an 


important development. 


The Council affirmed the determination that both inside 
our country and outside, our state's efforts and means 
will continue to be concentrated against the terrorist 
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Organization with a view to neutralizing it, and that our 
peopie’s security and peace will be ensured uninterrupt- 
edly. 

2. In connection with Provide Comfort 2, as a result of 
an assessment made in light of the current situation in 
the area and of the latest contacts held regarding the 
issuc, it has been established that the conditions in 
northern Iraq have not yet stabilized to a degree that will 
enable the termination of the deterrence provided by this 
project. Acting from this premise, the Council agreed 
that it would be useful for our national interests to 
extend by another six months the mandate of the Pro- 
vide Comfort 2 as of 31 December 1992. The Council 
decided to recommend this position to the government. 
3. It was stated at the Council that so far, the measures 
envisaged within the framework of the UN Security 
Council and London Conference resolutions against the 
Serbia-Montenegro Administration and the Serbian 
militias who are perpetrating an ethnic purge—whose 
dimensions reach that of massacre and genocide— 
against the muslim people in Bosnia-Hercegovina, and 
the measures taken to stop the Serbian militias’ aggres- 
sion, are far from meeting the expectations of the inter- 
national community and that there 1s continued blood- 
shed. The Council pointed out that Bosnia- Hercegovina, 
which is now completely oppressed due to the Serbs’ 
military supremacy, must be kept exempt from the 
military embargo being implemented in line with the 
UN Security Council Resolution 713, and that its right 
of legitimate self-defense must be recognized in line with 
the Sist Article of the UN Charter. The Council called 
for the implementation without fail of the 42d Anticle of 
the UN Charter, which envisages military intervention. 


Also, the Council stressed the importance for the contin- 
uation of regional peace and stability of respecting and 
recognizing the independence of the former Yugoslav 
republics, and of protecting their lands under effective 
international laws. 


The National Security Council was attended by Prime 
Minister Suleyman Demirel; General Dogan Gures, 
chief of the general staff, ministers who are members of 
the Council, the force commanders, the Gendarme com- 
mander, and the National Security Council secretary 
general. Erdal Inonu, state minister and deputy prime 
minister, was also present at the meeting. 


Assembly Begins Debate on Foreign Ministry 
Budget 


TA2112200592 Ankara ANATOLIA in Turkish 
1310 GMT 21 Dec 92 


[Excerpts] Ankara (AA}—The Turkish Grand National 
Assembly [TGNA] has started to debate the draft budget 
of the Foreign Ministry for fiscal year 1993. 


Expressing the views of his party, Motherland Party 
[ANAP] Biths Deputy Kamran Inan criticized the gov- 
ernment’s foreign policy. He said an active foreign policy 
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must be pursued, adding: “We must wake up. Turkey 
musi put an end io its silent foreign policy, which 
remains silent everywhere.” 


that 1992 was the worst year for Cyprus since 20 July 
1974. He pointed out that a confidence crisis has 
eee See ee Oe eee 

reached dangerous proportions. On the UN resolutions 
on Cyprus, Inan said: “We must oppose resolutions that 
will bring Cyprus back to the period before 20 July 1974 
and that will create another Bosnia-Hercegovina there ~ 


Critecizing the United Nations, Inan charged that 1 can 
adopt resolutions activating 24 countries when it 
chooses to, but remains ("passive) as in the case of 
Bosmia-Hercegovina. By giving the Serbs 15 days. the 
United Nations 1s really telling them: Be quick and finish 
that region off in 15 days, Inan said. 


The ANAP deputy stressed that while the Unined 
Nations adopts resolutions agains! the Turkish Republic 
of Northern Cyprus [TRNC] and while 1 shows no 
(mmterest) in the problem of Bosnia-Hercegovina. 
Turkey was one of the first countries to send troops to 
Somalia. Under these conditions, Inan said, the mandate 
of Powed Hammer must not be extended. 


Inan charged that a Greck ploy is being staged in 
Bosnia-Hercegovina, and that efforts are being made to 


eliminate the Muslims in order to prevent Turkey from 
having a say in the Balkans. He pointed out that Greece 
constantly violates the arms embargo and extends mili- 
tary aid to the Serbs. Warning the government against 
Greece, Inan sand: “Do not remain a silent observer 
before Greece.” 


Inan pointed out that it is meaningful that the trucks 
bringing aid to Iraq are being set on fire, adding: “The 
government should not remain a silent observer before 
the UN steps. The developments are of a nature that can 
disrupt our security. We must tell the new U.S. presi- 
dent, Clinton, that a period 1s over, thal a new penod is 
starting, and that Ankara will not agree to everything 11 1s 
told.” 


On Turkey's relations with the EC and the Western 
European Union [WEU], Inan said that Turkey's mem- 
bership in the WEU is a “second-class membership.” 
“Let us reject this insulting membership,” he said. 


Inan said that Turkey must not be afraid to use the 
clement of military force in its foreign policy, adding 
that a foreign policy not backed by military force cannot 
be effective. [passage omitted] 


Expressing the vews of the Republican People's Party 
[RPP], Istanbul Deputy Ismail Cem said that Turkey 
must say a “conditional yes” to the West's demand that 


the mandate of the Powsed Hammer deployed in Turkey 
be extended. Cem said: “The government considers the 
establishment of a Kurdish state in northern Iraq as a 
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great danger. Powsed Hammer, as everybody knows, 1s a 


because of the demands and pressure of the Uniied 
States and of the West in general. The government must 
clearly tell the West thai « 1s willing to consider 
extending the Posed Hammer mandate only with a 
precondition. All the reasons listed by the West for 
extending the Poised Hammer mandate exist, and more 
$0, in Bosnia-Hercegovina. If Turkey will say yes to the 
West for Poised Hammer. « must say that a simular 
security zone be established in Bosmia-Hercegovina as a 
precondition. The Turkish Government has the oppor- 
tunity both to show that 11 1s really attached to the peopie 
of Bosnia-Hercegovina, and to correctly use the Powed 
Hammer trump card. This opportunity muA not be 
missed.” 


Ismail Cem alleged that Turkey's Western policies have 
been exhausted and that the West does not want Turkey. 


The RPP deputy said that Turkey's stand regarding 
Cyprus has also gone bankrupt, and added that Turkey 
must utter its final and categorncal say about Cyprus, that 
absolutely no concessions will be made in Cyprus in any 
way. 


Cetin on Bosnia, Foreign Policy 


742212100092 Ankara ANATOLIA in Turkish 1530 
GMT 21 Dec 92 


[Text] Ankara (AA}—Foreign Minister Hikmet Cetin 
has said that every effort possible 1s being undertaken to 
stop the bloodshed in Bosnia-Hercegovina. He added: 
The hot clashes may spread to a wider area and turn into 
an armed conflict involving several Balkan countries. 


In a speech at the Turkish Grand National Assembly 
during debates on his ministry's budget, Cetin said that 
as 1992 draws to an end, it leaves behind the third year 
since the end of the cold war. He also added that the 
world is goung through a period full of risks, crises, and 
uncertainties 


Stating that the scope of the security concept expanded 
following the Cold War, Cetin said: “It 1s obvious that no 
organization or state, regardicss of its force or strength, 
can surmount the threats to immternational or regional 
security single-handedly. Time 1s needed for the multi- 
lateral security organizations in the Europe- 
Atlantic-Eurasia belt to fulfill their functions while fully 
mecting the demands of the new conditions. Within this 
framework, cach country must try to create links of 
friendship and peace around itself. In this way, regional 
cooperation systems will be created. This is of utmost 
importance and priority. In the year 1992. our country 
pursued a conscious and consistent foreign policy, 
keeping in mand the above realities.” 
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In connection with the developments in the former Ceun declared that in view of these considerations, 
Yugoslavia, Cetin stated that Turkey gives prority to Turkey and the Turkish Cypriot side reacted and openly 
oe Se Seaneee © See See rejected UN Security Council Resolution 789. 
that is ible effort to this end 
Saleen nian Oe eeeieadl commode tates Cetn stated that, in its foreign policy, Turkey attaches 
with these efforns great wmportance to the Central Asian Turkic republics 
pee ae op pn ee YS ay 
Cetun added that the government 1s also exerting every examples of the aid and credit extended, Cetin declared 
effort with regard to humanitanan aid to Bosnia- that coniacts are being held with international organiza- 
Hercegovina and that it had opened its arms to more tions for the establishment of a “Caucasus and Central 
than 15,000 people out of the hundreds of thousands Asia Investment and Development Bank. 
who fled Bosnia-Hercegovina. Explasming that relations with Armenia have their own 
special characteristics, Cetin sand: “Ending the attacks 
Stating that unless Serbian aggression is stopped. the on 4 zerbaijan and surmounting the obstacles standing in 
fighting and tragic incidents may spread to Kosovo. the way of 2 peaceful solution are vitally important for 
Sandzak, Vojvodina, and Macedoma. Cetin said “At securing the desired situation.” 


. 


Cetin said that the Turkish Cypriot side is being held 
responsible for the stalemate in the talks. while 1 was 
really caused by the failure to prepare the necessary 
groundwork. Cetin described this as “a biased and 
unacceptable attitude.” 


He added: “Such an attitude serves no purpose other 
than helping Vasilou's election campaign. As a matter of 
fact, Vasilou announced his presidential candidacy after 
the UN Security Council resolution was adopted. The 
content of the resolution will further widen the distrust 
that already cxrsts between them.” 


Cetin stated that the latest Security Council resolution 
damaged the basis for the negotiations. He added that 
the resolution does not refer to any documents or UN 
resolutions that are mutually accepted by the two sides. 
He recalled that the resolution calls for a considerable 
reduction of the military forces in Cyprus and a decrease 
in defense spending. Cetin said: “Everybody should 
know that it 1 owt of the question for Turkey to 
withdraw its troops from Cyprus until the Turkish Cyp- 
not population's security 1s ensured by effective guaran- 


Foreign Minister Cetin stated that the government does 
nol support acts that might lead to the division or 
disintegration of Iraq. He said the following: 


We support creating a democratic atmosphere in Irag in 
which all peoples of ail ethnic orgins—be they Arab. 
Turkoman, or Kurd—will be able to live in equality, 
freedom, and security. Our government believes that 
such an atmosphere can be secured on a lasting. valid, 
and legitimate basis by achieving. through a dialoguc 
and within the framework of Iraq's political unity. con- 
cihation among all the parties concerned. Our govern- 
ment 1s against unilateral acts and moves that might 
endanger Iraq's territorial integrity. 


Noting that Turkey has always pursued a policy of 
establishing good relations with Greece. Cetin said that a 
unity of views has been reached in principle on signing 
an “agreement of fnendship. good-neighborliness, and 
cooperation” in a bid to normalize bilateral relations. 


Pointing out that the developments in the Balkans 
closely concern both Turkey and Greece, Cetin said: 
Apart from this, the two countries have a significant role 
to fulfill in the region. We hope and expect Greece to 
assess well Turkey's stand and sound policy on the rssuc. 


Cetin stated that his government wants to develop is 
friendly and neighborly relations with Syna based on the 
principles of sovercigniy nights, territonal integrity, and 
mutual respect for security, and believes in the benefit of 


comprehensive economic cooperation. 


Cetin expressed the belief that during Clinton's presi- 
dency. bilateral relations and mutual cooperation thal 
serve the interests of Turkey and the United States will 
continue to make significant contributions to peace. 
security, and stability im Europe. Eurasia, and the 
Middle East. 


Pointing out that one of Turkey's primary foreign policy 
goals 1s to develop relations with the EC within a 
framework of cooperation that is directed toward full 
membership, Cetin added that the EC member counines 
are coming to the realization that they cannot remain 
indifferent to Turkish policy on the issuc. 
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Cetin noted that his government views Turkey's asso- 
ciate membership in the Western European Union 
[WEU] as a temporary status, adding that full WEU 
membership will continue to be a mayor goal 


Recalling that 1992 was an exceptional year from the 
viewpoint of the intensity of bilateral and multilateral 
diplomatic contacts, Cetin said 


The number of visits exchanged and meetings held at the 
level of heads of state or government and foreign minis- 
ters. from the day our government received a vote of 
confidence from the lofty Assembly. 1s 104. During that 
tume. the prime minister made 15 visits on a bilateral 
level and | made 19. This is a record mm the 70-year 
history of the Repubiic 


Ceton sand: We want to be an honorable member of the 
EC with equal nghts without having to plead. beg. or get 
down on our knees 


The Foresgn Ministry 1993 fiscal budget was adopted by 
the Turkish Grand National Assembly today 


After delivering his speech at the Assembly. Cetin 
replied to critecism leveled against the government's 
foreign policy. Notung that foreign policy 5 a sensitive 
issuc, Cetin sand that « was extremely wrong of the 
opposition to include on the agenda siems that had not 
occurred as though they had. Describing the criticism 
regarding EC membership as unfair and ruthless. Cetin 
noted that views that the government 1s not keen on EC 
membership do not reflect reality. He added 


We also want to be a member of the EC. One cannot, 
however, attain membership by begging We want to be 
an honorable member of the EC with equal rights 
without having to plead, beg. or gct down on our knees 
This #s owr goal. Even if it cannot be realized, the world 
does not end with the EC. There are other organizations 


Noting that full membership in the WEL was not possible 
and that Turkey was faced with two alternatives, Cetin sand 
We could esther have become a WEU member under the 
existing Conditions or be left outside the union. Had we been 
left out, Greece would have obstructed our relations with 
the WEL) member countrnes 


Recalling that aswociate membership in the WEU is 
temporary. Cetin saed that this membership can be 
terminated if st does not serve Turkey's interests 


Referring to the wsue of Bosnia-Hercegovina, Ceton said 
that the micadents there will go down im history as a dark 
blot Pointing out that the government 1s pursuing the nght 
policy on the rssuc. ( ctrn said that 1t would be very wrong to 
create the wmpressson that Turkey could have solved the 
problem single-handedly He called on the opposition par- 
tees to reframn from createng such an impression 


Recalling that the Porwed Hammer issue will be brought to 
the Assembly after ot 1s discussed at the National Security 
Council and by the Cowncil of Ministers, Cetin sand 
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Cetin stated that unjust and harmful resolutions that will 
restore the pre-1974 situation in Cyprus cannot be 
accepted and added: Denktas was not ieft alone on the 
Cyprus issue nor was an atmosphere of distrust created 


Recalling that the UN process on Cyprus started before 
the coalituon government came to power. Cetin stressed 
thai there are attempts to create the impression that the 
coalition government brought the United Nations into 
the picture and that this was not the case 


Mumin Gencoglu. Motherland Party deputy from Bursa. 
who delivered the final speech on the budget. sand the 
government and the refugee organizations should coop- 
erate to solve the problems of our Bulgarian kinsmen 
who were forced to emigrate to Turkey and of the 
divided families 


Columnist Examines Nation's Role in Cyprus 
VC 2012105992 Istanbul SABAH in Turkish 13 Dec 92 


7 


P 


[Second part of a two-part column by Cengiz Candar 
“Cyprus and a Solution™] 


[Text] Is 1 not teme to unveil the “unknown aspects” of 
developments in the TRNC [Turkish Republic of 
Northern Cyprus]? The current situation dates back to 
the Denktas-Vasilou talks in New York, which began 
toward the eral of February and ended carly in March 
1990. Rauf Denktas introduced two new clements to the 
negotiation process—ciements UN officials reyected on 
grounds that they would obstruct a solution. They were 
the mght to self- determination and a separate mght to 
sovereignty 


Denktas adopted an irreconcilable approach. which can- 
celed the pomts he scored m 1985 and 1986. Conse. 
quently, the UN Security Council was capected to adopt 
a negative resolution... However, Turkey imtervened 
Thanks to strenuous efforts by Turkish diplomats and 
the pro-Turkey mrtiatives launched by Nelson Ledsky 
US. State Department special coordinator on the 
Cyprus mwsuc, the UN Security Council adopted Resolu- 
tion 649. Its support of the Turkish Cyprnot ode was 
surprising. Neverihcicss, « gave the initiative to the 
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Turkish Cyprot side, whach was expected to use if to 
contnbute toward solving the probiem. ome the 
Gulf war broke out soon after the resolution was issued. 
Due to its role in the Gulf war and to the special relations 
between President Turgut Ozal and President George 
Bush. Turkey suddenly gained an advantage over Greece 
and the Greek Cypriots. 


It was during this penod of tume that President Ozai 
made two proposal. the first of which was at Camp 
David in March 1991 and the ,ccond in May 1991. that 
18, pust before Yeoryios Vasiliou visited Washington. The 
first urged US. Secretary of State James Baker to meci 
Rauf Denktas. who had only been able to met with the 
directors of pertinent departments to that point. Baker's 
mecting with Denktas would have strengthened the 
latter's standing. In fact, as far as the question of political 
equality between the Turkish and Greek Cypriots was 
concerned, it would have been a gigantic step. The Greek 
Cypnots strongly protested the meeting. 


Vasihouw left Cyprus for Washington to remove the 
effects of all this. Before he did, however, Ozal secured 
President Ba sh's support for his proposal for a “quadn- 
partite summit.” This lumited the Greek and Greek 
Cypnot initiatives. In fact, Washington turned down the 
Greek and Greek Cypnot effort to convert the agreed 
mechanism for a solution into a nine-party conference 
But that was not all. The United States covertly 
imformed Turkey that 1 would try to “twist the Greek 
Cypnot side's arm” to persuade i to agree to the 
principle of a “rotating presidency” in Cyprus. Obv»- 
ously, Ozal’s policy was armed at balancing Turkey's 
interests by persuading the United States to get involved 
im the problem even if 1t meant opposing Europe. which 
supported Greece within the EC framework. Neverthe- 
jess, there was a pricer to pay the settlement of the 


probiem' 


“Land for peace” 1s the parameter for the solution of the 
Middle East problem That parameter should also apply 
in efforts to resolve the Cyprus dispute. Any solution 
should provide political equality for the Turkish Cyp- 
nots m return for the territory they will agree to cede to 
their Greek counterparts. li should also provide for the 
establishment of a bizonal and bicommuna! sysiem and 
the maintenance of Turkey's effective guarantee How- 
ever. many opportunities have been lost. first by Mesut 
Yilmaz and then by Prime Minister Suleyman Demure! 
and Foreign Minister Hikmet Cetin. who have been 
unable to adopt a consistent policy on Cyprus President 
Bush was upset by Yilmaz’ obstruction against the 
“quadnpartite summit” proposal He sent a strongly 
“hawks” at the Foreign 


worded letter to Turkey. The 
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Miumuistry had to rush to Ozal to seck hes advice on how 
Turkey should respond to defuse the situation 


What disrupted everything was Denktas. the “secret” 
source of insprration He was satesfied neither with hes 
mecting with James Baker nor with the dca of a “quad- 
mpartte summut.” In fact. he tned to find a way to 
torpedo ut because he did not believe im a solution 
Actually, Denktas lives im the past. im the 1960's. He 
scares his people and Turkey by saying that “the Greek 
Cypriots will kill the Turkish Cyprnoi people“ His most 
recent threat was: “Cyprus can become a second 
Bosma.~ 


No, that 1s wrong and impossibie’ Even Butrus-Crhali's 
set of ideas, which has been condemned round the world 
even though ms contents have not been made public. 
calls for the establishment of a bizonal and bicommunal!l 
structure——which will prevent the return of the pre-1974 
situation on the island. Furthermore. the sci of sdcas 
calls for the deployment of an equal number of Turkish 
and Greek troops in Cyprus. something that did not carst 
in the 1960 system. Greek troops will be banned from 
entering the Turkish Cypnot side. The two airports on 
the Turkish Cyprnot side must also be considered 
Turkish troops can land in Cyprus within 4) minutes of 
a Greek Cyprnot move against the Turkish C yprots 
Turkey's difficulty in deciding where to land its troops in 
Cyprus in 1974 should be recalled 


All this has led to the adoption of Resolution 789 
However, that does not mark the end of everything 
Turkey may change its approach and make new pro- 
posals to prove that it wants to have the ( yprus probiem 
solved. The impression it wil! create will allow Ankara to 
take the initiative. The group. which obstructs thes with 
its Conviction that “the no-solution situation 1s the best 
solution.” can be pushed assde. Yes. Turkey must decide 
Can its strategic interests be equated with the impor. 
tance of the wallets of the “looters lobby” in Cyprus” 
Does Turkey support the majority of Turkish C yproots 
who want an honorable solution to the probiem” 


The members of an undemocratic “looters lobby © which 
has robbed Turkey and its own community in Cyprus for 
many years, have created an uproar whenever an oppor- 
tunity arises for a solution They do so because they are 
well aware of the fact that their disreputable activities 
will be cxposed That is why the vchementl) pos as 
natonalists. However, that kind of trickery has to be 
ended for the sake of Turkey's mterests and Turkish 
Cypnot people's honor and happiness. This wil! help 
efforts to remove the burden on the Turkish ( yprots 
and safeguard thei legal mghts and cquality with the 
Greek Cypriots 
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